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PREFACE TO FIRST EDITION 


This book is the product of a co-operative research effort of a quite 
unusual character* The study was suggested three years ago by Mr. 
Junnosuke Inouye, then president of the Institute of Pacific Relations, 
who was familiar with the studies which the Institute of Economics 
had heretofore made of various European countries. It was the idea of 
this eminent Japanese statesman, financier, and civic leader that a 
comprehensive scientific investigation of Japan’s general economic and 
financial condition would not only prove distinctly useful to Japan 
at a crucial period in her history but, at the same time, through clarify- 
ing economic issues and problems, would serve to correct both in Japan 
and abroad certain economic misconceptions which have been a fruitful 
source of international misunderstanding. 

As a means of making the investigation possible, Mr. Inouye, as 
Governor of the Bank of Japan, placed at our disposal the facilities of 
the Economic Research Department of the Bank and gave us the 
active collaboration of Mr. Junichi Ko, the chief of that Department. 
By virtue of the fact that Mr. Inouye in 1929 became for a second time 
the Finance Minister of Japan, the aid of all the departments of gov- 
ernment in assembling the necessary data was readily secured. 

As the first step in the investigation, there was prepared an exten- 
sive outline by chapter and subdivision, which called for the assembling 
and translation into English of a vast amount of factual and statistical 
material The Research Department of the Bank of Japan spent nine 
months in the assembling and collating of this material, and in June, 
1929 Mr, Ko brought this material to Washington and remained here 
for a month" of conferences at which the material was analyzed and 
appraised. Inevitably some of the material had to be revised and much 
additional information proved to be necessary. Later in the year, after 
his return to Japan, Mr. Ko furnished a large volume of additional 
data. 

Meanwhile, before departing for Japan in the summer of 1930, 
Mr. Moulton had been able to prepare a tentative draft of his analysis. 
Hence, while in Japan, he was able to concentrate his attention upon 
certain crucial issues and problems, checking statistical evidence and 



tentative conclusions against the experience and the opinions of Japa- 
nese officials, professional economists, and business leaders. 

Parts I and II of the book present a systematic and authoritative 
statistical record of Japan’s economic evolution. On this foundation the 
author proceeds to an analysis and interpretation of the economic and 
social results of the developments which have accompanied the intro- 
duction of Western industrialism. With this story complete, the author 
is in a position to discuss present-day problems and policies. 

At this time, when the more progressive nations in many parts of 
the world are giving close study to the problem of how national plan- 
ning may he used to accelerate national development, it is a matter 
of peculiar interest to see what has been accomplished by the political 
and economic leaders of Japan in the short period since they re- 
nounced the ancient feudal system to join the march of modern 
progress. It is quite in keeping with the tradition of Japan in study- 
ing and adapting Institutions and procedures from her sister nations 
in Europe and America that she should be interested now in a critical 
investigation of her present situation and outlook, conducted in an 
objective manner by a scientific research agency. It is our hope that 
the interpretation will be found accurate and penetrating, and that 
the comments and suggestions as to future prospects and the wisest 
courses to be followed may prove useful at this particular juncture. 

The members of the staff who served on the committee which co- 
operated with the author in the preparation of this volume were Leo 
Pasvolsky, Lewis L. Lorwin, and Robert R. Kuezynski. 

E. G. Nourse, Director 

Institute of Economics 
August, 1931 


PREFACE TO REPRINT EDITION 

Within a few months after the appearance of the original edition 
of this book, Japan embarked upon the military adventures which 
ultimately led to her participation in the present world war. The recent 
suggestion of the Cairo conference that in the interest of future inter- 
national peace Japan should be reduced to her status prior to the 
acquisition of colonics has naturally renewed public interest in the 
fundamental economic and financial position of the country. The 


iv 



analysis contaihed in this volume remains almost as timely today as It 
was when it was written. 

The original edition has been out of print for several years. This 
reprint edition— -changed in format but not in content— is in response 
to a considerable interest in having the results of this comprehensive 
record of Japan’s economic history and position prior to 1931 con- 
tinuously available. 

Harold G. Moulton 

The Brookings Institution 
March i, 1944 
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AUTHOR^S STATEMENT AND 
ACKNOWLEDGMENTS 

In view of the statistical character of this volume, a few words of 
comment are perhaps in order as to the adequacy and reliability of 
Japanese statistical data* Until about a decade ago, except in a rela- 
tively few fields, the available data were far from satisfactory, chiefly 
because of incompleteness and tardiness in publication. Since the World 
War, however, in Japan as in many other countries, there has been a 
remarkable increase of interest in the subject and a great expansion of 
facilities for the gathering and correlation of data. My observation is 
that, on the whole, Japanese statistical methods and data now compare 
favorably with those of other countries. In the fields of public finance 
and the international accounts the data are in fact exceptionally com- 
plete. It would be impossible, for example, to present for the United 
States as comprehensive a picture of the condition of national, state, 
and local government finances as we have been able to give for Japan. 
The interested reader will, however, sec from the discussion of Chap- 
ter XI that the methods of accounting and of presenting the results of 
fiscal operations in Japan, as elsewhere, are still far from satisfactory. 
In the interest of uniformity, as w^ell as because the year 1930 marked 
the beginning of the great depression, we have ended the tables and 
charts with the year 1929, even though in some cases later data were 
available. 

Mere words can scarcely express the extent of my obligations to 
Mr. Ko for his collaboration. In his efforts to compile the complete 
statistical series in the form required for my purposes, and to make 
this volume an authoritative source book of statistical information, 
Mr. Ko — and also the assistants in his department — have labored in- 
dcfatigably. Of equal importance has been the service rendered in 
gathering descriptive and other material relating to Japanese economic 
institutions and in checking the manuscript for possible errors of fact. 
A more painstaking, scientific, and co-operative associate than Mr. Ko 
could scarcely be found; and I am especially gratified that he is to 
have charge of the Japanese translation. It should be stated here, how- 
ever, that Mr. Ko is in no wise to be held accountable for any of the 
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interpretations found in the volume. Fpr these I alone am responsible. 
I am also indebted to Mr. Charles L. Dearing, of the Institute of 
Economics, for the exceptionally able assistance which he has rendered 
in the preparation of the volume. 

I must also express my great appreciation of the original and con- 
tinuing interest of Mr. Junnosuke Inouye, and of the assistance given 
in carrying out the project by Mr. Hisaakira Hijikata and Mr. Eigo 
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Japan, 
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PART I 

INTRODUCTORY 




CHAPTER I 

HISTORICAI. SUMMARY 

The foundations of the Japanese nation were apparently laid some 
centuries before the Christian Era, though recorded history does not 
begin until the eighth century A*D. The establishment of the Empire 
is traditionally placed at a date as remote as 660 B.C., when the 
mythical Jimmu, popularly believed to be a direct offspring of the 
gods, became the first Emperor. It is a matter of the greatest pride to 
the Japanese people that since that time the country has been under 
the reign of a single dynasty, and that it has never felt the yoke of a 
foreign conqueror. The Emperor of today is believed to be the 124th 
in the Imperial line and of the 71st generation. 

Anthropological investigations have revealed that the present Japa- 
nese people are of distinctly mixed racial composition. The original 
basic stock was apparently of Polynesian or Malayan derivation. Mov- 
ing northward along the Pacific islands, these people had established 
themselves long before the beginning of the Christian Era in the 
southern islands of Japan. As they spread northward over Honshu 
(Main Island), however, they came into conflict with an aboriginal 
people known as the Ainu. It is the consensus of anthropological opin- 
ion that the Ainu were of Caucasian origin. From northeast Siberia 
they had apparently crossed to the island of Saghalien, and moving 
southward had eventually occupied the island of Hokkaido and a 
large part of the Main Island (see frontispiece map). The conflict be- 
tween these two racial groups resulted after some hundred years of 
struggle in the defeat of the Ainu, though they were never completely 
conquered. In the course of time the bulk of the Ainu population 
was absorbed through intermarriage with their conquerors^ but rem- 
nants of the race are still found in northern Hokkaido, while the 
population of Karafuto (the southern half of Saghalien) is almost 
entirely of Ainu stock. 

Meanwhile, in the seventh and eighth centuries A.D. occurred a 
great migration into Japan from China and Korea (Chosen). It has 
been estimated that perhaps a third of the entire population of the 
southern and principal islands of Japan was, at this period, of Mon- 
golian stock. This migration profoundly affected the cultural and 


3 



economic life of Japan, modifying the language, religion, industrial 
arts, and governmental organization, and it also exerted a strong in- 
fluence upon the racial composition of the island people. The modern 
Japanese is thus apparently an admixture of Polynesian, Caucasian, 
and Mongolian racial types. 

While sovereignty has been continuously vested in the Emperor, 
the degree of power actually exercised by him has varied greatly in 
different eras. In the earlier centuries, the Emperors ruled in person, 
or with the aid of selected noblemen of the court. About the middle 
of the seventh century A.D., however, the actual reins of government 
passed into the hands of a powerful family of hereditary court nobles, 
the Fujiw'ara, w^ho, except for brief periods when other nobles gained 
the ascendancy or the Imperial power was temporarily re-established, 
administered the affairs of state in the name of the Emperor. 

The influence of the P'ujiwara was in turn gradually undermined by 
military chieftains, the most powerful of whom at any period became 
the dc facto ruler. The first of these military dictators assumed power 
in 1167. "The second, in 1 184, was appointed ^^scii-taishogun'^^ — mean- 
ing great barbarian-subduing-general. The shoguns effectually empha- 
sized the sacred origin and significance of the Emperor by the estab- 
lishment of a dual government, under which the Emperor resided in 
seclusion in his palace of peace and holiness at Kyoto, while the 
mundane military and civil affairs of state w^ere usually administered 
elsew'hcre by the shogun — since 1603 Edo, or Yedo, the ancient 
name of Tokyo. 

Successive shoguns ruled Japan for nearly seven hundred years. 
In the earlier centuries, there was perennial warfare among rival 
military lords struggling for supremacy, and the Japan of this era 
has been described as a “weltering mass of feudal atoms.” At length, 
in 1603, General leyasu established the Tokugaw^a shogunate, which 
by means of skillful administration, succeeded in maijitaining for 
more than two centuries an era of “great peace,” continuing its rule 
until the epoch-making Imperial Restoration of December, 1867, 
with which the history of modern Japan begins. 

It was in the Tokugawa era that the Japanese policy of isolation 
was developed. For a period of more than 200 years, all foreigners 
save the Dutch and the Chinese were excluded from the Island 
Empire, and Japanese citizens were forbidden to leave the country 
under penalty of death. This policy, which gave to Japan the name of 
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the ^‘Hermit Nation,” was apparently based in no small measure upon 
the conviction that the vigorous and successful efforts which Portu* 
guese and Spanish missionaries had made, between 1549 and 1612, 
to propagate the Roman Catholic faith in Japan threatened to under- 
mine Japanese ideals and institutions and constituted a serious political 
menace as well. Since the Chinese and Dutch were not interested in 
religious activities, they were allowed to trade, under rigid regulations, 
at the southern port of Nagasaki. The policy of isolation was, more- 
over, evidently regarded as an indispensable aid to the maintenance 
of the power of the shogunate itself, and to the promotion of national 
unity — objectives which were successfully achieved. 

With the detailed history of the decline of the Tokugawa, and the 
restoration of a unified government under the Emperor in the third 
quarter of the nineteenth century, we are not here concerned. The 
story of the mission of Admiral Perry and his “black ships” In 1853 
and the conclusion, on March 31,1 854, of the treaty which brought to 
an end the long period of Japanese seclusion and paved the way for 
the gradual development of commercial, diplomatic, and cultural 
relations with the outside world is well known, as is also the influence 
of these relationships in strengthening the position of those who 
favored the re-establishment of a unified government in place of the 
anomalous dualism of the old order.^ It is desirable, however, to com- 
ment briefly on the economic factors that were involved in the trans- 
formation from the old to the new Japan. 

In Japan as in the Western World a feudal organization of society 
prevailed during the Middle Ages, reaching its culmination during 
the rule of the Tokugawa shogunate. The centralization of power in 
the hands of a shogun, who in addition to military sagacity possessed 
exceptional administrative talent, together with the policy of rigid 
seclusion, led to a greater perfection of the feudal system in Japan 
than apparently ever existed elsewhere and to the maintenance of 
that system for a much longer period of time. 

Commercial seclusion, however, was never complete, even in the 
heyday of the Tokugawa regime, and profound changes in the eco- 
nomic organization of the country had been occurring even before 
1850. Dutch traders at Nagasaki brought news of developments in 
other lands, and as early as 1700 a book on conditions abroad was 

^ For succinct accounts in English, see Treat, Payson J., Japan and thi Vmted Stafe 
rS^^j-iQ2i , and Lataurette, Kenneth S., T/je Devrlvpmi nt of Japan. 
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published in Japanese. In due course Dutch came to be studied as a 
language and through Dutch books much of the scientific knowledge 
of the Western World was introduced. As early as i8oo, plans for 
establishing factories were discussed^ and in the decade of the fifties 
a progressive dmmyOy living near Nagasaki, established plants which 
cast guns and produced many articles such as glass, ceramics, sulphuric 
acid, distilled vspirits, sugar, agricultural implements, shipbuilding 
machinery, and oil extracting machines. Electric machines were also 
experimented with, and a refinery was established where drugs, sugar, 
and other products were analyzed, and gold and silver were assayed. 

Nor was it only from the world outside that the pressure for change 
was coming. Internal transformations that reached to the very founda- 
tions of the economic and social order were gradually but inexorably 
occurring. The steady development of a money economy, including a 
wage system, was slowly undermining the feudal system of local or 
manorial economic self-sufficiency. It led to the development of a 
handicraft, or household, industry comparable to that of Europe 
in the sixteenth century and to the organization of internal trade 
over ever increasing areas, transforming in time the castled feudal 
town into the modern commercial city. As payments in kind, even 
in the country, were gradually supplanted by money exchanges, 
the peasant increased his range of choice and opportunity. Even the 
samurai^ or war lords, came eventually to find that money, which for 
long generations they had been taught to regard as defiling to the 
soul, had become an indispensable medium for carrying on the every- 
day business of living,^ 

As in Europe, moreover, the rise of a commercial class {chomn)y 
which came with the development of internal trade and the growth of 
urban centers, in time undermined the economic power and the influ- 
ence of the feudal lords. By virtue of their financial power the despised 
chonin class, through loans to distressed landlords and by means of 
gifts as well as by the payment of taxes to embarrassed governments, 
steadily rose to positions of social and political importance. At the 
same time, dire poverty prevailed among the feudal groups, from the 
shogunate itself through all the ranks to the humblest retainer. The 
Tokugawa administrative system, constructed for the purpose of ce- 
menting and maintaining a feudal organization, was not adapted, or 

^ Talcizawa, M.»t»uyo, T/ie Peneirafton of Movfy Economy m Japan and Its Effects upon 
Social and Pohttad Institutions y 1928. 


6 



apparently adaptable, to the new system of national economy that 
was evolving/ The development of an agitation for fundamental 
changes was, therefore, inevitable. 

For reasons which need not here be discussed the movement for 
reform culminated in a revolution — ^thc backbone of which was found 
in the lower class sammai* whose economic position had been steadily 
deteriorating — directed toward the overthrow of the shogunate, the 
restoration of the Emperor to the position of an active ruler, and the 
establishment of a unified government. The coming of Commodore 
Perry and the ^^emergence of foreign relations” merely furnished 
the occasion for the movement which culminated in the Imperial 
Restoration of December, 1867. 

With the restoration of 1868 (^‘the first year of Meiji” in the Japa- 
nese calendar) began a series of political, social, and economic trans- 
formations which in scope and rapidity of movement are unparalleled 
in history. Within the span of a single generation Japan emerged 
from a secluded feudal state — without a ship that could traverse the 
open seas, without railroads, without financial institutions, with negli- 
gible commerce, wmh handicraft industry, with primitive agriculture — 
and became a highly developed agricultural , industrial, and financial 
nation, with extensive trade relations throughout the world, with 
ships on every sea — recognized, moreover, as an important member 
of the family of nations in the domain of science, art, and culture, as 
well as in the realms of economics and politics. It is with the economic 
phases of this story that this study is primarily concerned. 

Shortly after his accession to power, the young Emperor took the 
^^charter” oath, which outlined the fundamental tenets of the new 
faith and initiated the basic principles that were to underlie the new 
political and economic system. Significant passages are as follows: 

An aSw^emhly wide!}' ronvt)ked shall be established, and all affairs of state 
shall be decided by impartial discussion, and in the light of public opinion. 

The civil and military powers shall be centered in a single whole, and, 
in order that the national mind may be satisfied, equal opportunity shall 
be assured to all classes. 

*A large fiumber of ai tides and monogiaphs on economic, social, and political problems 
were written m manusciipt during the eighteenth and eaily nineteenth centuiies. See Takizawa, 
ihid.f for bibliography. 

^ Honjo, Eijiio, “The new Economic Policy in the Closing Days of the Tokugawa Shogu- 
nate,” Kyoto Univetsity Eionomte Eevietv^ Deccmbei, 1929, p. ?2. For a comprehensive study 
of Japan’s economic history from the earliest times, recently published in English by the 
Macmillan Company, the reader is referred to Takekoshi, Yosoburo, The Economic 4 spec/^ 
of the History of the CiVihzation of Jnpitn, ; vols. 
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The whole nation from the upper to the lower classes of the people shall 
be united and shall strive for the progress and welfare of the country. 

All absurd old usages shall be abandoned and justice and righteousness 
shall regulate all actions. 

Intelligence and learning shall be sought for throughout the world, 
in order to establish the foundations of the Empire. 

While these democratic principles have never been fully realized 
and were perhaps never intended to be taken quite literally, within a 
few years feudalism was abolished and a national code of laws was 
instituted in place of the heterogeneous legal customs of the old 
organization j a centralized government was established j a national 
army, recruited from all ranks of society, was organized j a new 
aristocracy, national in character, replaced the old military and civil 
classes 5 a system of universal education open to every boy and girl in 
the Empire was established 5 the seclusion laws were repealed j and 
religious tolerance was instituted in practice, though it was not until 
the establishment of the constitution of 1889 that it became a part of 
the law of the land. 

Equally striking, though halting and gradual in the early stages, 
were the economic developments that occurred. The completely de- 
moralized currency system was reorganized and unified under the 
national government. A national postal service, supplemented by a 
telegraph system, was introduced and managed by the government j 
railroads were established ^ foreign trade was encouraged; young 
Japanese scholars were sent abroad for scientific study; and industrial 
plants based upon occidental models were established by the govern- 
ment with a view to the stimulation of private enterprise. 

Knowledge was indeed sought from all the world, for Japanese 
economic, educational, and social institutions were based on principles 
and practices which had long been tested in other countries. No single 
nation was used as a model, the experience of many countries being 
surveyed and drawn upon; and seldom was an institution takexi over 
without substantial modification. The policy that was pursued was one 
of intelligent eclecticism and appropriate adaptation to the conditions 
peculiar to Japan. 
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CHAPTER 11 

THE SYSTEM OF GOVERNMENT 

While the declaration of the ^^charter oath” appeared to foreshadow 
the early introduction of a system of representative government, it 
was 20 years before a constitution was established. In the early years 
of the Meiji era, the government was a complete bureaucracy. Aiding 
the Emperor was the Council of State (Daijokwan) which was natu- 
rally recruited almost entirely from members of the old samurai 
class. Local administration was controlled from Tokyo, civil officials 
being appointed to represent the central government. In 1869, an 
assembly was convened, but its purely consultative function rendered 
it of little significance. 

During the seventies, there were periodica] agitations for the 
establishment of a constitution, but it was not until 1878 that real 
progress was made, when the govertimcnt, submitting to pressure, 
announced the organization of local assemblies whose principal func- 
tion was to have a voice in local fiscal matters. At length in 1881, the 
Emperor promised that in 1890 a national assembly would be con- 
vened and a constitution granted. In the intervening years, extensive 
studies were made of the government systems of occidental countries, 
and the necessary preliminary steps within Japan w'ere also taken, 
such as the rehabilitation of the nobility, the remodelling of the Coun- 
cil of State, and the introduction of the civil seiwice. The constitutitmal 
monarchy was authorized on February ] i, 1889, and became effective 
at the beginning of 1 890. 

I. THE DIVISION OF POWERS 

The constitution provides, in brief, that the Emperor shall be 
supreme administrative head of the state, with power to create gov- 
ernment agencies, appoint administrative and military officials, declare 
war, make peace, and conclude treaties; that he may exercise legislative 
power w'ith the consent of the Imperial Diet, or legislative body; and 
that justice shall be administered by the courts in the name of the 
Emperor. Thus a feature of the Japanese system of government is 
the concentration in the person of the Emperor of legislative, adminis- 
trative, judicial, military, and diplomatic powers. 

In practice, the affairs of state are ordinarily conducted by the 
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ministers of state, 1 3 in number, who, though appointed by the Em- 
peror, take full responsibility for the management of the government* 
The ministers together form the Cabinet, and one of them serves as 
Prime Minister, whose duty it is to lay administrative reports before 
the Throne, convey Imperial commands, and exercise control over 
the administrative departments. The other ministers hold depart- 
mental portfolios and are the responsible administrative heads of their 
respective departments. Since the ministers of state are empowered to 
participate at any time in discussions on the floor of the Diet, they are 
theoretically free from party politics^ and they were in the past often 
actually independent of party considerations. In recent years, however, 
the development of strong political parties has been gradually insti- 
tuting, in practice, a parliamentary system. 

The ministers arc now usually appointed by the Emperor upon the 
recommendation of the responsible head of the party which possesses 
the majority of seats in the House of Representatives. And when a 
vote of lack of confidence is passed in the Diet, especially by the 
House of Representatives, it is considered proper that the govern- 
ment should either resign or dissolve the House of Representatives 
and appeal to the nation by means of a new election. Thus the Cabinet 
has become increasingly responsive to public opinion. 

The Imperial Diet is composed of a House of Peers and a House of 
Representatives. The president and the vice president of each house 
are nominated by the Emperor, although the choice for the lower 
house is confined to three members whose names are presented by that 
house. 

The House of Peers consists of three groups: (i) Princes of the 
royal blood, 15 in number (January i, 1930) j 14 other princes and 
29 marquises — by virtue of their rank; and 18 counts, 66 viscounts, 
and 66 barons, chosen by the noblemen of these orders. (2) Individu- 
als nominated by the Emperor for meritorious service to the state or 
for their erudition (at present 120 in numW, and limited to 125), 
(3) Large taxpayers, 66 at present, chosen by the taxpayers of each 
prefecture, but nominated by the Emperor. There are also four mem- 
bers who are chosen by the Imperial Academy of Sciences. The House 
of Peers cannot be dissolved by the government. On the other hand, 
a dissolution of the lower house immediately results in the prorogation 
of the Peers. 

The House of Representatives, 466 in number, consists entirely of 



deputies elected by the peopJe, the tcm of office being four years* 
Formerly^ the suffrage was limited by tax-paying qualifications, but 
in 1925 a universal manhood suffrage law was enacted, giving the 
franchise to all males over 25 years of age. The first election under 
the new suffrage system was held in February, 1928, and practically 
10,000,000 votes were cast. 

Legislation may be initiated by either house, and every law requires 
the approval of both houses. Bills approved by the Diet become effec- 
tive only when sanctioned by the Emperor and when the government 
has been ordered to promulgate and enforce them. Projects for 
amending the constitution may be submitted to the Diet only on the 
initiative of the Emperor, When the Diet is not sitting, and in case 
of urgent necessity, Imperial ordinances may be issued to maintain 
public safety and to avert public calamities. Such ordinances must, 
however, be placed before the Diet at its next session and, if they are 
disapproved, the government declares them invalid for the future. 

One of the most important functions of the Diet is the consideration 
of revenue measures. Revenues and expenditures in the form of an 
annual budget must be submitted to the Diet — the House of Repre- 
sentatives having priority in fiscal discussions. The Diet must also 
give approval to any financial transactions not included in the budget, 
such as national loans or contracts which might become a charge upon 
the treasury. If expenditures are made out of reserves, or if the gov- 
ernment has to meet extraordinary financial appropriations as, for 
example, in case of public calamity, the Diet must give ex fost jacto 
approval. Finally, the Diet scrutinizes the report of the Board of Audit 
which is under the direct control of the Emperor. 

The Privy Council and the Genro, or ‘‘Elder Statesmen,” remain to 
be considered. The former, consisting of a president, a vice-president, 
and 24 councilors, appointed by the Emperor, was authorized by the 
constitution. Cabinet ministers are ex-officio members of the Council. 
The function of the Council is to advise the Emperor on such matters 
of state as he may choose to submit to it. These are generally limited 
to affairs pertaining to the Imperial Household, to the constitution, 
and to treaties with other nations. Its function is thus passive, and its 
recommendations have no legal sanction. 

The Gemo have never possessed any legal status and yet their 
actual power and influence have exceeded that of any constitutional 
group. The original Elder Statesmen were men of high rank and 



ability, who were close associates and friends of the Emperor in the 
early years of Meiji, and who constituted an inner circle of advisers. 
So long as they could hold the confidence of the Emperor, they could 
be the virtual rulers of Japan. In fact, they chose the Privy Council 
and the Cabinet and in practice decided all the vital issues of national 
policy. Incidentally, they were usually also members of the Privy 
Council* Only rarely did they deem it the part of wisdom to give heed 
to popular demands and ideas. They were thus able to give to Japan 
unified and consistent government policy, and one which for this 
very reason perhaps was relatively unresponsive to the developing 
ideas of the people. 

With the lapse of years, the original Genro^ and ail but one of their 
immediate successors as well, have passed off the stage. Prince Saionji, 
a mere youth at the time of the Revolution, but now over 8o years of 
age, alone remains. It is not expected that he will have a successor. A 
third generation of Imperial advisers would lack the venerable, al- 
most sacrosanct, character of those who guided the rising Empire 
through its formative stages. The great changes which time has 
br >ught have given too powerful an impetus to democratic institutions 
to permit the indefinite continuance of an oligarchy in Japan, however 
beneficent it might, in practice, aspire to be. 

The Privy Council has also passed the heyday ol its power and 
influence* This loss of prestige is attributable not merely to the passing 
of the GemOy who were of course dominant members of the Council 
itself; it appears to be chiefly assignable to the popular demand for 
truly representative government to which reference has already been 
made. As late as 1927 the Council had been able to force the dissolution 
of a government on a matter of national policy; but in the autumn 
of 1930 there occurred a test of this power and the decision constitutes 
a landmark in the political history of Japan. 

The naval agreement negotiated at London, after approval by the 
Minseito government, was in accordance with custom ])]aced by the 
Emperor before the Council for its advisory o{)inion. A sub-committee 
of the Council, after considering the document itself, the procedure 
followed by the Premier, and the relationship of the treaty to the 
national budget, sharply questioned the government on several issues 
which it deemed of vital importance. In the face of what appeared 
to be a grave political crisis, Premier Hamaguchi stood adamant and 
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in effect defied the Council, relying upon the support of the press and 
public opinion generally. In the end it was the Council that capitu- 
lated 5 and when the approval of that body went to the Emperor 
unaccompanied by even a clause of censure of the government, the 
event was generally regarded as an unconditional surrender. Never 
again, it is widely believed, will the Prn^ Council be able to exert 
a determining influence upon issues of national policy, 

IL THE ADMINISTRATIVE SYSTEM 

Public affairs are administered by twelve government departments, 
each under the direction of a minister of state. The departments are: 
Foreign Affairs^ Home Affairs; Finance; Army; Navy; Justice; 
Education; Agriculture and Forestr)^; Commerce and Industry; Com- 
munications; Railways; and Overseas (Colonial) Affairs. All affairs 
pertaining to the Imperial Household arc centered in the Department 
of Imperial Household, in charge of a Minister of the Imperial 
Household. This department Is distinct from the government and 
the minister is not a minister of state. 

Japan proper is divided for administrative purposes into 47 pre- 
fectures, the heads of which are governors appointed by the central 
government. The prefcctural governor is at once a magistrate repre- 
senting the state and the head of a prefecture as a local corporate body. 
The prcfectural assembly, or legislature, is composed of members 
elected from among the people of the respective prefectures. The pre- 
fectures are in turn divided into cities, towns, and villages — some 
12,000 in number, in Japan proper. These local units enjoy self- 
government, the centra] government giving them only general super- 
vision. They have their mayors, or masters, elected from among the 
people, and there are no central government officers in these self- 
governing municipalities. The village or municipal assembly is com- 
posed of members elected from among the people and plays an im- 
portant part in the administration of local affairs. 

The administration of justice in Japan is conducted through 282 
district courts, 51 prefectural courts, 7 courts of appeal, and i supreme 
court. There is also a court of administrative litigation for handling 
cases complaining of wrongs suffered from the illegal disposition of 
administrative offices. Except in certain special cases, the system of 
two appeals is in practice. Since October, 1928, the jury system has 
been in vogue in the trial of criminal cases at local courts. 
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m* COtONIAL ADMINISTRATION 

Japanese laws are not enforced in Chosen, Taiwan, Karafuto, the 
leased territory of Kwantung Province, or the South Sea Islands, 
which are not represented in the Imperial Diet. By Imperial ordi- 
nance, however, Japanese laws may be made enforceable in whole or 
in part in any of these territories. Chosen and Taiwan are under the 
control of ^^Governor-Generals” invested with wide powers. In addi- 
tion to the ordinary executive authority, the Governor-General pos- 
sesses the power of settling by ordinance matters which are elsewhere 
provided for by a law of Parliament. Ordinances relating to legal 
matters must, however, have the Imperial sanction. 

The administrative head of Karafuto, called Governor, possesses 
much greater authority than does the prefectural governor. He exer- 
cises, in fact, powers similar to those of the cabinet ministers in Japan 
proper. The authority of the Governor of the South Sea Islands is 
about the same as that of the Governor of Karafuto. 

In Kwantung Province, the Governor is in charge of the leased 
territory, polices the South Manchuria Railway zone, and supervises 
the business of the South Manchuria Railway. The Governors or 
Governor-Generals of the various colonies are appointed by the Im- 
perial government. 

The judicial system of the colonies, except Karafuto, which is under 
the jurisdiction of the Japanese courts, is different from that of Japan 
proper. In Chosen, the courts are of three classes — local courts, courts 
of review, and high courts of justice. In Taiwan and Kwantung Prov- 
ince, there are local courts and high courts of justice— the latter- 
being divided into two departments: review and appeal. The system 
of two appeals is in vogue. In the South Sea Islands, there are two 
classes of courts, local and highj the judgments of the local courts 
are reviewed in the high courts. Here, the system of one appeal is 
employed. The colonial courts are in all cases under the direct control 
of the Governor or Governor-General. 

IV. POLITICAL PARTIES 

In the House of Peers there arc no political parties, as such. Except- 
ing the princes of the blood, however, the majority of the members 
divide into groups, according to the orders of nobility or the economic 
or social class to which they belong. Moreover, since persons having 
close connection with political parties in the House of Representatives 
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are in increasing numbers nominated as members of the House of 
Peers, it is of course inevitable that there should be considerable party 
inclination, if not affiliation, among the members of the upper house. 

In the lower house, however, the party system is the basis of organi- 
zation, The two chief political parties of Japan at the present day are 
the Mlnseito and the Seiyufcal. There are a number of minor political 
groups, an unimportant businessman's party, and several labor parties 
generally called ^^proletarian,” which together in 1930 cast only 
502,313 votes out of approximately 10,000,000, and elected five dele- 
gates to the House of Representatives. (For a discussion of the new 
united labor party and its principles sec Chapter XIX, pages 293-94.) 

The platforms of the two major parties are at times none too clearly 
differentiated in point of view and objective, notwithstanding the fact 
that the Seiyukai has a greater constituency among the landed aristoc- 
racy while the Minseito is more representative of the business interests 
of the cities. Both, in recent years, have devoted major attention to 
the pressing problems of national economy. In the general election of 
1928, the platform of the successful Seiyukai enumerated as major 
considerations the extension of new railway lines, the decentralization 
of administrative powers, the transfer to local governments of land 
and business taxes, and the promotion of agrarian interests. In the 
pursuance of these n\casures, the Seiyukai did not, however, overlook 
the interests of the urban population, standing for a ^^positive” policy 
of promoting industrial activity by means of loans, subsidies, and 
other aids. Similarly, the Minseito, while endeavoring to promote 
the trade and industry of urban communities, did not overlook rural 
life, having endorsed numerous measures for the promotion of 
agrarian development. 

In the last two years (1929-30), however, a real difference of 
method, if not of objective, has developed between the two parties, 
with regard to financial policy. As against the loan and easy credit 
policy of the Seiyukai, the Minseito adopted a program of deflation, 
to be accomplished by the removal of the gold embargo, rigid economy 
in public expenditures, and the ‘Nationalization” of industry along 
European and American lines. The economic conditions which occa- 
sioned this policy and the issues to which its attempted enforcement 
has given rise will be revealed and discussed in subsequent chapters. 
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CHAPTER III 

GEOGRAPHY AND RESOURCES 

Japan’s ability to support a great population on a limited productive 
area has long excited the admiration of the world. The area of Japan 
proper (exclusive of colonies) is 147,416 square miles, which is almost 
exactly equal to that of the state of Montana and only about three and 
one^half times that of the state of Ohio. The Empire comprises an 
area of 260,186 square miles, which is sslightly less than that of the 
state of Texas. The population of Japan proper increased from 
33,000,000 in 1872 to 64,448,000 in I930j while the population of 
the Empire as a whole in 1930 was 90, 395,000/ 

The population of Japan proper is approximately 437 persons per 
square mile, which may be compared with about 41 for the United 
States as a whole, 162 for the state of Ohio, 349 for Italy, 330 for 
Germany, 468 for Great Britain, and 670 for Belgium. A better rncas- 
sure of comparison is, however, found in the ratio of population to 
tillable land. Since the percentage of the total area which is arable is 
unusually low, only 15.5 per cent, Japan’s density of population in 
proportion to productive land is exceptionally great. I'hc figures 
below show the population per square mile of arable land.''' 


Japan Projicr 

2,774 

Cjermany 

806 

Great Britain 

2,170 

Fiance 

467 

Bclg-iuni 

1,709 

State of Ohio 

363.4 

Italy 

819 

'I he United States 

229.2 


Of the total land area of Japan proper, only 50.1 per cent is pri- 
vately owned. I'hc public lands include state owned forests, waste 
areas, chiefly in the mountainous regions, and certain lands belonging 
to the Imperial Household. Of the private lands, 44.9 per cent is in 
forests. The table on page 17 shows the classification of the privately 
owned lands. 

The Japanese Empire, as the frontispiece map indicates, consists 
of a long chain of islands, 1,621 in number^ extending from northwest 
to southwest along the eastern coast of the continent of Asia, and of 

^ For dct.iilfd populdtion fjgur<*8, see pp. 475-76. 

'Population figiucs are for 1928, except J ipan, the United States, and Ohio, which arc 
for i();o. Arable land figure*; foi tountnes an* fot i()z 6 , and irt frcuii 1 nft rtialiortal Y<ar 
Book of Agruul/ural Stanstics^ p. xiii. Ohio figure, 1925 crop land, is fiorn Census of 
Agriculture, i<j 2 S, p. 7* 
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the mainland peninsula of Chosen. The Japanese islands extend from 
latitude 21° 45' to 50° S5' north, approximately 2, 100 miles, while 
the longitude is 119° 18' to 156° 30' east, the distance at the widest 
point being only about 200 miles. For purposes of comparison, it may 
be noted that the latitude of the United States is 25° to 49 north, 
and that of the British Isles is 50“ to 60". 


Privately Owned I^nds of Japan Proper, January 1, 1929* 
ClasSsified according to Tax Purposes 


Classification 

Number of 
Acres 

Percentage 

Distribution 

TAXABLE .... . , . . . , * 

41 , 065,850 

86.8 

Rice fields. . 

7,200,377 

J5A 

Fields for other grains 

6/)41,108 

14,7 

Lots for buildings ... . . 

1,024,755 

2.2 

Forests .... 

21,246,113 

44 9 

Plains and pastures 

4,474,071 

9,4 

Sultfields, marshes, ponds , . i 

89,426 

0,2 

NON-TAXABLF 

6 , 252,824 

13,2 

TOTAL 

47 , 318,674 

100,0 


* Compiled by the Revenue Bureau, Japanese Department of Finance. 


Japan proper includes the four large islands — Honshu, Shikoku, 
Kyushu, and Hokkaido. Other important islands arc the Chishima, 
or Kurile, to the north, aud the Riukiu, sometimes called the Lu-Chu, 
to the south. 

The colonies include Taiwan (Formosa) off the coast of China; 
the southern half of the long isJand of Saghalien, called Karafuto, off 
the coast of Siberia; and the peninsula of Chosen and adjacent small 
islands to the number of i,oi8, Taiwan, 13,887 square miles, was 
ceded to Japan by China after the Chino-Japancse War, in 1895. As 
a result of the Russo-Japanese War, Japan, in 1905, obtained Karafuto 
with an area of 13,929 square miles, and acquired a 99-year lease of 
Kwantung Province (which includes the South Manchuria Railway 
zone) 1,441 square miles in extent.*' It was at this time also that Japan 
acquired a foothold in Chosen, 85,229 sejuare miles, which in 1910 was 
formally annexed as a part of the Japanese Empire. By the terms of 
the Versailles l^cace Treaty, Japan ac(]uired a mandate over the Mari- 
anne, the Pelew, the Caroline (including Yap), and the Marshall 
islands, formerly belonging to Germany. These islands, located north 
of the equator in the South Seas, have an area of 828 square miles.'^ 

80'called railway “zone” consists of “attached lands” of the lailway, with varying 
types of land titles. The area is put up by the Japanese at Tof{ square miles. See Young, C. 
Walter, Japanese Jurtsdutioit hi the South Matuhuna Railway Area, 1931. 

'‘Data are fiom Japanese Doveinment, Bureau of Statistics, Statistical Annual, 1928. 
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I. JAPAN PROPER 

The range of high mountains which traverses the center of the 
Main Island divides the country into two principal parts— one sloping 
to the Pacific Ocean on the east and known as Omote Nippon, or the 
front Japan ^ the other sloping westward to the Sea of Japan and 
called Ura Nippon, or the rear Japan, Notwithstanding the narrow- 
ness of the island, the mountains rise to a height of 12,086 feet (Fuji), 
and there are 18 important peaks more than 8,000 feet in height. As 
is well known, the mountainous topography of the Japanese islands 
and the peculiar geological formation of the surrounding ocean bot- 
tom have produced many active and inactive volcanoes and made 
Japan the victim of periodical earthquakes. 

Since the mountain regions occupy the central and larger part of 
the Japanese islands, there are no great extensive plains such as are 
commonly found in continental countries. The mountain range which 
forms the backbone of the islands constitutes the watershed, from 
which start the principal rivers. As a rule the rivers are paireci, de- 
scending from the Central Divide to the Sea of Japan and to the 
Pacific Ocean respectively. Because of the precipitate descent from the 
mountains, these rivers are suitable for navigation in their lower 
courses only, and then merely for small craft. On the other hand, the 
numerous waterfalls constitute an important source of electrical 
energy. 

Japan has a remarkably long coast line in proportion to area, un- 
equalled in fact even by that of Greece or Norway. Japan proper, 
including the adjacent islands, has a coast extension of 17, (XX) miles, 
giving a ratio of i mile of coast to every 8.5 square miles of area, as 
compared with a ratio of i to 13 for Great Britain. ITc regions 
washed by the China Sea, the inland Sea of Japan, and the Pacific 
Ocean are especially rich in indentations, which from the earliest times 
promoted the development of shipping and intercourse with other 
oriental countries.*’^ The seas surrounding the island not only furnish 
convenient highways for international commerce, but, being traversed 
by both warm and cold ocean currents, they abound in diverse aquatic, 
animal, and plant life. 

The climate of Japan varies widely, being affected by the warm and 


* a*he Japanese isolation policy coveieil, we have seen, only the period fionx about 1600 
to 1850. 
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cold ocean currents, as well as by the wide variations in latitude. Gen- 
erally speaking, in Omote Nippon the influence of the warm current 
is more in evidence, while in Ura Nippon the colder current exerts a 
predominant influence. Owing to the ocean currents, seasonal winds, 
and mountain ranges, the climate of Japan is in general colder in 
winter and warmer in summer than is that of European countries in 
the same latitude. On the other hand, it is much milder than in 
regions of the same latitude on the continent of Asia. 

The Riukiu Islands are tropical, the average temperature through 
the year being over 68 Fahrenheit (centigrade 20°). The central 
islands are situated in the temperate zone and the climate is generally 
mild and suitable for outdoor work throughout the year. The annual 
average temperature at Kyoto and Tokyo is about 56.5° Fahrenheit 
(C. 13.6°). In the Ura Nippon districts the temperature resembles 
that of the adjoining continent, being severe in winter, with heavy 
snowfall, and hot in summer. The northern regions, including Hok- 
kaido and Chishima, have very severe winters and are characterized 
by arctic flora, the yearly average temperature of Hokkaido ranging 
from 33° to 48° Fahrenheit (C. 0.6° to 8.9°). 

Japan proper has four seasons of approximately equal duration. 
Winter extends from the middle of December to the middle of 
March; spring to the middle of June; summer to the middle of 
September; and autumn to the middle of December. In the summer 
season the island is visited by southwesterly winds from the Indian 
Ocean, which produce the rainy season, known as Nyubai, The annual 
average precipitation at Tokyo on the east coast is 61.8 inches, while 
at Kanazawa on the Japan Sea it is 100.8 inches.^’’ These figures may 
be compared with 42.2 inches at New York, 33.9 inches at Seattle, and 
25.1 inches at I.ondon. It is because of the high temperature and 
copious rainfall that rice has always been so universally cultivated. 
The abundance of rainfall also produces a luxurious growth of plants 
and trees, forests occupying more than half of the entire land area 
of the country. 

Japan possesses coal and copper in comparative abundance, but only 
limited quantities of other mineral resources. The detailed data with 
reference to mineral resources and the extractive industries generally 
are reserved for Chapter IV. 

^ 3 apanc'^e Year hooky 19Z9, p. 10. 
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m THE COLONIES 

Tmmn (Formosa). This large island, lying at the southwestern 
extremity of the Empire, is extremely mountainous, only about one- 
third of the area consisting of fertile plains. In the range of mountains 
which extends along the eastern coast there are as many as 48 peaks 
which rise to an elevation of more than t0,000 feet above sea level, 
the highest, Niitaka, reaching 12,580 feet. The climate is tropical, the 
average summer temperature being about 80^ Fahrenheit (C. 26.7 
At Keelung the annual average is 70.7"^ Fahrenheit (C. 21.5^'). 

The tropical climate and abundant rainfall are responsible for 
luxuriant forests and for excellent yields of rice, sugar cane, sweet 
potatoes, and camphor. Other staple crops are tea, peanuts, bananas, 
and pineapples. Mineral resources are not important, though there is 
an abundance of coal, and oil has recently l>een discovered. Except for 
sugar there is no manufacturing of importance. The population in 1 930 
was approximately 4,594,000. 

With the economic aid received from Japan, including the construc- 
tion of 608 miles of railway lines, this mountainous and undeveloped 
island has undergone a remarkable development during the genera- 
tion since it was acquired from China. Discussion of the financial and 
trade situation of 1 aiwan and the other colonies in relation to Japan 
proper will be found in subsequent chapters. 

2, Karafuin, The long island lying north of Hokkaido, known as 
SaghaJien when under Russian possession, is now divided into two 
sections along the fiftieth parallel, the southern half being given the 
Japanese name of Karafuto, A mountain range extends the length of 
the island, but the highest peak is only 4,000 feet. Owing to the 
northern latitude and proximity to the Siberian mainland, the climate 
is sSeverc, winter temperature as low as 30'’ below zero, l^'ahrenheit, 
being not uncommon, and the average yearly temperature ranging 
from 32^' to 39"' Fahrenheit (C. o" to 4^’). 

The island is rich in coniferous forests, which form the basis of an 
important wood pulp industry. Deposits of coal arc estimated at 
500,000,000 tons, but as yet this fuel is mined only for local uses. 
The oil resources of Karafuto are still undetermined. The Japanese 
government has, however, recently obtained from Russia concessions 
to the oil fields of the northern half of the island — Saghalicn, Next 
to forest products, fishing is the most important industry, the island 
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being situated close to one of the three greatest &hmg grounds of 
the world. 

The land is typically rolling in character and is comparatively fer- 
tile. The principal agricultural products ate wheat and oats, the output 
now slightly exceeding domestic requirements. It is believed that the 
soil is well adapted to the cultivation of beets and this island is there- 
fore looked to as a potential future source of sugar. The population 
is very sparse, amounting in 1930 to only 295,000 or about 21 to the 
square mile, and consisting mainly of the aboriginal people called Ainu, 

5. Chosen (Korea). This mainland peninsula, opposite Kyushu, 
has an area equal to 58 per cent of the entire area of Japan proper, 
and in 1930 its population of 21,058,000 was equal to nearly one- 
third of that of the mother country. The great majority of the people 
arc native Koreans.”^ The southern coasts have many indentations, 
and the numerous adjacent islands help in forming a number of good 
harbors. The climate is severe in the north but mild in the south. There 
arc two distinct seasons — a dry period lasting from Octolxir to March, 
with a rainy season during June, July, and August. Rivers are gener- 
ally navigable, though subject to overflow in the rainy season. There 
are 1,586 miles of railway — the trunk line being connected at its 
southern terminus by ferry with the trunk line of Japan proper, and 
in the north with the South Manchuria Railway. 

Agriculture is the principal occupation of Chosen, approximately 80 
per cent of the population lK*ing engaged in farming. The standard 
of living is extremely low, millet and inferior rice constituting the 
staple food of the people. Fishing is Ixicoming an important industry; 
and mining is developing, the principal products being gold and 
silver, and in lesser degree iron and coal. The country has been de- 
nuded of forests, but under encouragement from the Japanese govern- 
men, afforestation is slowly progressing. 

With this brief sketch of the geography and the economic resources 
of the Japanese empire l>efore us, we may now turn to a consideration 
of the development of Japanese resources and the growth of economic 
institutions during the remarkable era which began with the over- 
throw of the old feudal regime and the introduction of occidental 
ideas and methods near the end of the third quarter of the nineteenth 
century. 

^ for JapanCbC population, ne p ■jo6. 
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PART II 


ECONOMIC DEVELOPMENT 




CHAPTER IV 

UTILIZATION OF NATURAL RESOURCES 

In this division of our study we shall endeavor to show how a 
country with a productive land area of only 23,CXX) square miles, 
about the size of the state of West Virginia, has been able to provide 
a living for upwards of 65,000,000 people. By what process of eco- 
nomic alchemy have the resources of nature been made to yield so 
abundantly? After setting forth in the present chapter the essential 
facts with reference to the utilization of the islaiids’ natural resources 
— agriculture, forestry, mines, and fisheries — we shall ccMisider the 
development of transportation and public utility enterprises; of indus- 
trial and commercial organization; of private and public financial 
institutions and agencies; and of international commercial and finan- 
cial relations. 

I. AGRICULTURE 

FVom tinie immemorial, agriculture has been the ‘‘foundation of 
Japan’s national existence.” Flven today, after 50 years of industrial 
and commercial development, the rural population still constitutes 
approximately 50 per cent of the total population,’ and the country 
produces most of the food required. 

The all-important agricultural product of Japan is rice. In fact 
the area devoted to the cultivation of this staple product in Japan 
proper is a little over 50 per cent of the total cultivated land, while the 
value of the crop is usually over 60 per cent of the value of the prin- 
cipal farm products of the country. Next in importance to rice come 
wheat, barley, and naked barley. Other staple foodstuffs are millet, 
buckwheat, soy beans, red beans, and sweet and white potatoes. In the 
Japanese classificatiem of special crops arc included sugar cane, tobacco 
leaves, and rapeseed. Among the horticultural products may be men- 
tioned oranges, pei*simmons, and pears. Mulberry leaves and tea are 
other important products of the soil. The table on page 26 shows the 
acreage devoted to the cultivation of these products in 1928, together 
with the value of the crop. 

* The families engaged in AgrkultwA pursuits comprise 49 per cent of the total families. 
The typical rural family is probably slightly larger than the urban family. A survey in ic)z6 
of 187 representative rural families showed the average number ot persons per family to be 
6,7, of whom ^.9 were engaged in farm labor. 
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The salient facts with reference to the more important products 
of the soil are briefly set forth below. The acreage, production, and 
yield per acre of the principal field crops are shown in Tables 1-4, 
pages 417-19. 


Ackicultural Production in Japan Proper, 1928*^ 
(Acres and yen are in thousands) 


Classification 

Acres under 
Cultivation 

Value of 

Crops 

Food crops; 

Rice 

7,«22 

1,633,008 

Barley, wheat, etc. i 

3,727 

275,128 

Other tfKui crops 

2,828 

225,316 

Special crops ... 

Horticultural products: 

Fruits 

583 

117,166 


81,083 

Vegetables and flowers 

Grass for fertilizer. . . 

1,272 

256,106 

1 ,043 

31 ,093 

Mulberry leaves . . .... 

1 ,493 

10() 

'Fea ...... 

32^633 

I'otal 


2,651,536 


** Japanese Government, Bureau of Statistics, Statistical Annual. 

^The total arable land of Japan proper amounts to acres; the excess of 

cultivated area over a total arable area is explained by the utilization of land for between- 
season cultivations. 

7, Favorable conditions for the cultivation of rice have re- 
sulted in making this cereal the principal agricultural commodity and 
the principal article of diet of the Japanese people. With the increase 
in population in recent years, great efforts have been made to increase 
the acreage and the yield of rice. The acreage has been expanded since 
the period 1909-13 by about 7 per cent, and owing to improvement 
in methods of cultivation, the yield has increased by about 1 8 per cent 
and is now close to 40 bushels per acre. There has, however, been no 
increase in yield during the past ten years. The increase in the produc- 
tion of rice in Japan proper since 1877, the earliest date for which 
precise data are available, is shown by the diagram on page 27. 

Japan proper in 1929 produced 305,458,392 bushels of rice, while 
Chosen produced 69,170,574 bushels and Taiwan 33,022,766. Of 
these colonial crops, Chosen exported 28,3x3,988 bushels and Taiwan 
1 1, u 8,147 bushels to Japan proper. During the same year 6,541,175 
bushels were imported from other rice-producing countries. The prob- 
lems of rice and other food imports will be more fully considered 
in Chapter XIII. 
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pKODUcnoN IN Japan Proper, 1877-1929' 



* See I'able 2, p. 418, for data. 


2, Other grains. Until comparatively recent years, barley and naked 
barley, and also millet, constituted very important items in the diet of 
the masses of the people. But with the rising standards of living brought 
by World War prosperity, rice has come to be more extensively used 
by all classes of people, even in country districts. In consequence, the 
acreage devoted to both barley and naked barley has been declining. 
During the three-year period 1927-29, the area planted in barley 
averaged 23.8 per cent Jess than in the three-year period 1918-20, 
while the output was 15.8 per cent smaller. The acreage devoted to 
naked barley during the same period decreased by 21.3 per cent, and 
the output by 8.1 per cent. Barley imports are negligible in quantity. 

The wheat acreage is also decreasing, notwithstanding the protec- 
tion afforded by customs duties. After the war the flour milling indus- 
try achieved so remarkable a development that large imports of for- 
eign grains became necessary, and the market for the home-grown 
product appears to have been adversely affected. The average annual 
acreage in 1927-29 was 11.6 per cent less than the average from 
1918-20. The total output, however, showed a slight increase, 0.4 
per cent. The output of wheat is only about 25 per cent of that of 
Germany, which has approximately the same population as Japan 
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proper. Japan^s imports during the last three years amounted to 42 
per cent of all wheat consumed. 

The production of corn is very limited in quantity. Buckwheat is 
much more important, the amount produced annually being roughly 
onC“fifth that of wheat. Production has, however, not increased since 
the nineties, and, during the last few years has shown a slight decline. 
The diagrams on page 28 show the trend in the production of the 
principal cereals from 1894 through 1929. 

5. Miscellaneous food froducts. After the cereals, the most im- 
portant agricultural product of Japan is the soy bean. The red bean, 

Production of Brans in Japan Proper, 1894-1929® 



or azukiy is also of considerable importance. The production of beans 
has, however, shown little increase since the nineties, and during the 
last few years has declined. The diagram on this page shows the pro- 
duction of soy and red beans for the period 1894-1929. The average 
acreage for the period 1926-28 was 12.8 per cent less than during the 
three years 1918-20, while the total output decreased by 22.8 per cent. 
The decline in this case is chiefly due to the competition of the Man- 
churian product. Imports of soy beans from foreign countries, par- 
ticularly from Manchuria, have increased markedly during recent 
years. Imports of the red bean have also increased several fold. Con- 
siderable quantities of soy beans are also procured from Chosen, 
though the volume of imports from that colony has shown no ten- 
dency to increase. There are no imports from Formosa. 

The production of both sweet and white potatoes increased steadily 
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tmtil 19*9; recent years both the acreage and the total output 
have shown a substantial decline. No potatoes are imported either 
from foreign countries or from the colonies. The production of sweet 
potatoes in Taiwan is abundant, however, and is increasing. The dia- 
grams on this page show the trend in the production in Japan proper 
of sweet and white potatoes from 1909 to 1928. 


Production of Potatoes in Japan Proper, 1909-28*' 




" Se<* Tabu 4, p. 419, for data. 

The production of cane sugar was fairly extensive in Japan during 
the Tokugawa shogunate. After the opening of the country to foreign 
trade, however, the competition of imported sugar produced a decline 
in sugar growing except in a few semi-'tropical islands. The develop- 
ment of the industry in these islands from 1878 on, particularly in 
Okinawa, was stimulated by the government through the construction 
of a government factory and the establishment of a sugar research 
bureau. Production in these islands now amounts to approximately 
90,000 tons a year. 



The cultivation of beet-sugar has never been successful in Japan. 
Numerous government efforts for the promotion of the industry, 
beginning as early as 1872, failed, as did also a private enterprise 
which was undertaken in Hokkaido in 1890. With the rise of sugar 
prices during the World War, beet-sugar production was again under- 
taken under private enterprise — in Hokkaido, Chosen, and South 
Manchuria. The world-wide depression of the sugar industry has, 
however, prevented any extensive development, the prcssent output 
amounting to only alx)ut 13,000 tons a year. The primary explanation 
of the failure of the beet-sugar industry to develop is thus its relative 
unprofitableness. 

Cane sugar was grown in Taiwan long before the annexation of 
the island by Japan in 1895. Its great development, however, is to be 
attributed to the systematic encouragement given by the Japanese gov- 
ernment. In 1902, the government introduced a policy of protection 
for both home and colonial sugar, and liberal subsidies were granted to 
producers, thus encouraging the organization of many sugar companies 
in Taiwan. The output in 1898 was 90411,330 pounds^ in 1910, 
450,273,554 pounds^ in 1920, 492,091,604 pounds; and in 1928, 
1,260,322,276 pounds. Sugar is the principal article of export of the 
island, practically all of it going to Japan jiroper. 

4, Mulberry leaves. The production of mulberry leaves for silk 
worm breeding is one of the greatest industries of the country, being 
the most important secondary occupation of the agricultural popula- 
tion. Sericulture has a very long history in Japan, having been intro- 
duced from China more than j,ooo years ago; but it was not until 
the country was opened for foreign trade and silk became readily 
exportable that this industry began its rapid expansion. l‘he acreage 
devoted to mulberry plantations during the three years 1927-29 was 
16.8 per cent greater than in the period 1918-20 and amounted to 
1,494,493 acres, representing 10 per cent of the arable land of Japan 
pi^oper. 

As a result of improved methods of breeding, the growth in the 
crop of cocoons is still more striking than the increase in acreage. 
Between 1912 and 1929 the total production more than doubled. 
Particularly noteworthy has been the increase in the so-called summer 
and autumn crops, the percentage of the total increasing from 42.3 to 
50.4. The diagram on page 32 shows the increase in the output of 
cocoons and raw silk since 1894. 
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“ Ste T able* p. ^19, for d ita 


increased thirteen-fold— from 2433,896 to 31,921 ,i 59 pounds. While 
Taiwan l\as real possibilities for sericulture, the development of the 
industry Tnas been unaccountably slow, the crop of cocoons amounting 
in 1928 to only 134,865 pounds. 

5, Horticultural p'oduit^, Japan produces a considerable variety of 
fruits, the most important of which are mandarins, persimmons, pears 
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and nasbi, apples^ peaches, and grapes. Since foreign competition is 
restricted because of the perishable quality of most horticultural 
products, domestic production has been steadily expanding. The out- 
put of all fruits in 1926-28 was 57 per cent greater than in 1909-13. 

The production of certain types of vegetables has remained fairly 
stationary, while that of others has shown a substantial increase. 
Onions, cabbages, and tomatoes are of recent introduction, and the 
output is increasing rapidly. Taking vegetable production as a whole, 
however, there was a decline in output of more than 6 per cent between 
the three years 1922-24 and the years 1926-28. 

< 5 . Other froducis of the soil. Up to the time of the Chi no- Japanese 
War of 1894-95, green tea, was, next to silk, the most important 
Japanese export. Owing to the competition of Indian and Ceylon 
teas, however, the export of this product has gradually declined, 
except for a brief period during the World War. Accompanying the 
decline of exports, there has been a decrease in the acreage devoted to 
the production of tea. In the period 192628 the acreage was 10.7 
per cent less than in the years 1918-20, while the production had de- 
clined by 2.8 per cent. In Taiwan, however, the output of tea has 
practically doubled since the annexation of the island in 1895. The 
area devoted to tea production in Taiwan in 1928 was 114,259 acres, 
as compared with 105,782 acres in Japan proper. 

The manufacture of tobacco is a government monopoly. During 
the Great War, both acreage and output declined considerably j but 
recovery occurrred in post war years and the acreage devoted to 
tobacco in 1928 was 3,9 per cent larger and the yield n per cent 
greater than in 1914. The production in that year amounted to 
140,484,894 pounds. 

Flax was not grown in Japan until a few years before the World 
War. After experimental cultivation in Hokkaido under government 
auspices had proved that the country was aciapted to the production 
of flax, the cultivation of this fiber was steadily extended. The depres- 
sion of the hemp industry in recent years has, however, l>een reflected 
in the output of flax. The diagram on page 34 shows the expansion 
of Bax production since 1909. 

Other special crops which were formerly of some importance but 
which the growth of foreign trade has rendered unprofitable are cotton 
and indigo, of which the production is now negligible^ Rapeseed and 
hemp are also declining in importance. 
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Flax Production in Japan Proper, 1909-29* 



“ See Table 6, p. 420, for data. 


7, livestock. The raising of livestock has always been unimportant 
i; Japan, The limited gra7ing areas, the excessive moIstui‘e, and the 
influence of Buddhism, with its taboo on meat diet, have been the com 
tributing factors. In former years, therefore, the breeding of livestock 
was limited to such animals as were useful as beasts of burden, and 
even at present 77 per cent of the cattle and horses of the country are 
employed in farm labor. With the westerni7ation of the mode of 
living and the consec|uent change in diet, particularly among the 
upper and middle classes, the demand for meat, milk, and other 
animal products is, however, expanding. The trend in the number 
of livestock is shown by the five-year averages given below. 



1894-98 

1909-il 

1924-28 

Horses 

1,551,261 

1,571,162 

1,519,538 

Cattle 

1,164,408 

1,385,561 

1,467,852 

Hogs 


296,776 

49 5,606 

Sheep 


3,351 

17,8 51 

Goal” 


94,022 

181,707 


The number of horses has remaindcd practically stationary j the 
number of cattle has increased slowly^ and the production of hogs has 
doubled since ic^09-t 3. While the production of sheep is increasing, 
the numbers are wholly insignificant. Although the woolen industry 
is growing rapidly, sheep breeding does not prosper even under 
government encouragement. Goat rearing is almost exclusively con- 
fined to the southern part of the country. 
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The production of meat has been slowly increasing, but in 
amounted to only 212,074,621 pounds, equivalent to a per capita 
production of a little over three pounds. Meat imports are also 
relatively small The production of milk has increased slowly since 
1905^ but the total output in 1928 was only 39,140,390 gallons, 
or about 0.6 of a gallon per capita. 

Poultry raising is another important subsidiary occupation of the 
farmers. Ducks, geese, and turkeys are few in number, but at the 
end of June, 1928, there were 24,600,000 hens and 21,490,000 chick- 
ens, with an annual production of eggs amounting to 2,248,000,000, 
valued at 86,343,800 yen. Owing to their importance in the Japanese 
diet, from 3,000,000 to 6,000,000 yen worth of eggs are imported 
annually from China. For purposes of comparison, it may be pointed 
out that Russia, with a population of over 130,000,000 consumed in 
1903 only 1,154,000,000 eggs,^ large quantities being exported. 

In Taiwan, pork is an important food of the inhabitants, and hog 
production is expanding steadily, the number of hogs having in- 
creased from 1,281,000 in 1921 to 1,718,000 In 1928. The number 
of Taiwanese buffaloes and brown oxen has been decreasing slightly 
in recent years, numbering 387,000 at the end of 1928. The produc- 
tion of poultry has shown a small increase since 1921, the total 
numlx^r of domestic fowls at the end of 1928 being 5,904,000. 

In Chosen, at the end of J928, the number of livestock and of 
poultry was as follows: Cattle, 1,569,722 j hogs, 1,277,816; hens, 
6,135,950. All show a very substantia] increase as compared with 
pre-w^ar days; but the figures are very small in proportion to popu- 
lation as compared with those for Taiwan. 

In Karafuto, in 1928, there were 3,685 cattle, 11,517 horses, 4,526 
hogs, and 54,976 hens. Since the island is adapted to livestock raising, 
and the supply of oats is abundant, the development of the industry 
there is regarded as promising. 

Other occupations of the agricultural community are fishing, weav- 
ing, and the making of floor mats, straw braids, chip braids, and 
straw, wood, and bamboo articles and implements. Owing to climatic 
conditions, there are practically no slack seasons for Japanese farmers, 
and, in consequence, there is little seasonal migration of labor to 
the industrial centers. 

Japanese agriculture is conducted by highly intensive methods. 

^PclferolT, J. J., Russian Agruuhutc . Its Trade and Commerce, p. 33 (1918). 
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Owing to the relative absence of level plains and the small size of 
the land plots, machines play a role of negligible importance, the bulk 
of the work being performed by horses, cattle, and human labor. 
The average land holding is only about 2.67 acres. Further discussion 
of the agricultural and food problem will be found in Chapter XVIII. 

II. FORESTRY 

Owing to a favorable climate, Japan is exceptionally rich in forest 
resources. While the forest area is naturally much smaller in the 
aggregate than that of such extensive countries as the United States, 
Canada, India, and Kussia, Japan ranks third among the nations of 
the world in the percentage of area that is in timber. Forests cover 
no less than 56.7 per cent of the area of the Empire, as compared 
with 57 per cent in Sweden, and 73 per cent in Finland. In addition, 
there are large areas of land known as plains or depleted forest 
territory which are capable of reforestation. The extent of these 
forests and denuded forest plains is shown by the following table. 

Fores I Lands and Denuded ^reas of Japanese Empire, 1027® 

(In thousands of acres) 


1. oca Mon 

Forests 

Denuded 

Plains 

Pe? centage 
of Total Ana 
in Fofests 

Japan Proper (excluding Hokkaido) 

M,027 

5,740 

*/7 5 

Hokkaido 


2,154 

60 S 

Karafuto 

5,Q94 

392 

67 2 

Chosen 

34 , 94 s 

5,421 

64 2 

'Faiwan 

5,323 

1 1,046 

1 1 

59,8 

Total 

94,4X2 

I 14,753 

, 50 7 


“ Japanese Deparrmentof Agriculture and Forr^stry, Faci^ about Fotestry, 


Because of the great distance over which the country extends 
from north to south, Japan is remarkably rich in varieties of trees. 
There are in fact no less than 1,500 different species, of which over 
ICX) varieties produce useful wood. In addition, the bamlx)o, which is 
extensively used as a substitute for timber, is grown in all parts of 
Japan proper except Hokkaido, the bamboo product for 1928, includ- 
ing young shoots used as food material being valued at 10,598,367 
yen. The island of Taiwan also has an abundance of bamboo, the 
production now amounting in value to nearly 2,059,558 yen. 

The following data are the government’s estimates of the forest 
wealth of the Japanese Empire: In Japan proper, excluding Hokkaido, 

36 



there are 4 i,D79,ooo,ocx> cubic feet of timber, of which 22,494,000,000 
are of the coniferous and 18,585,000,000 are of the broad-leaved 
variety of tree. Hokkaido has 22,335,000,000 cubic feet of timber, 
of which 7,900,000,000 and 14,435,000,000 are apportioned respec- 
tively to the coniferous and the broad-leaved varieties. The very rough 
estimates for the colonies show 6,116,000,000 cubic feet in Karafuto, 
and 19,292,000,000 cubic feet in Chosen and Taiwan combined. 

As regards ownership, 50 per cent of the forests (excluding of 
course denuded areas) in Japan proper are private forests, 29 per 
cent state forests^ and 17 per cent public forests (owned by state and 
local governments), while 3 per cent belong to the Imperial House- 
hold, and less than i per cent to temples and shrines. In Hokkaido 
and the colonics, state forests predominate. The state forests yield 
some revenue to the government. In the fiscal year 1928-29, for 
example, those of Japan proper yielded to the treasury about 42,874,- 
000 yen, or 2.8 per cent of the total ordinary receipts. In Chosen, 
they yielded 3.8 per cent of the ordinary revenues, in Taiwan 3.5 
per cent, and in Karafuto 45.8 per cent. 

Owing to the peculiar construction of dwelling houses, firewood 
and charcoal rather than coal are still in general use in Japan for 
heating, cooking, and other household purposes, though in the largci 
towns the use of gas and electricity has been increasiiig rapidly in 
recent years. Since Japanese dwelling houses are practically always 
constructed of wood, the timber required for building purposes ab- 
sorbs nearly half of the annual requirements. The timbers most used 
for construction purposes are the coniferous, in particular cryptomeria, 
chamecyparis, and pine. In fact^ alxiiit 80 per cent of the timber 
consumed is of the coniferous variety. 

Among other important uses to which timber is devoted may be 
mentioned the making of crates, barrel staves, telegraph poles, rail- 
road sleepers, and scantlings for shipbuilding and mine timbers. 
In 1928 the cuttings in Japan proper reached 496,0CX>,000 cubic feet 
of standing timber, having a value of 118,901,000 yen. In addition, 
there was cut over 1,300,000,000 cubic feet of firewood with a value 
of 7 ^ 965>363 yon. 

The demand for timber and wood in Japan is now considerably 
in excess of the annual production. Japan was formerly self-sufficient 
in regard to both fuel and timber, importation being limited to small 
quantities of certain special kinds of timber, like teak. Since the World 
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War, hc^wever^ the situation has shown a marked change. The great 
development of the paper industry (see Chapter VH) increased the 
demand for puipwoodj and the earthquake of 1923 created a very 
great demand for building materials, which could not be readily 
supplied at home (see Chapter XVI). As a result, Japan has in 
recent years imported from 90, 000, OCX) to 110,000,000 cubic feet of 
timber annually, valued at approximately 100,000,000 yen. These 
imports equal about 20 per cent of the total requirements of Japan 
proper. Ninety per cent of the quantity of imported timber is of 
American and Canadian origin, consisting of Douglas fir, hemlock, 
cedar, and yellow cedar. 

The enormous consumption of pulpwood by the paper manufactur- 
ing industries (see Chapter VII) has given rise to a real supply 
problem. Practically all of the pulpwood consumed in Japan proper 
comes from Hokkaido and Karafuto, where there is also large con-* 
sumption by local establishments. In 1928 something like 79,000,000 
cubic feet of pulpwood was consumed, of which 66 per cent was 
produced in Karafuto and 30 per cent in Hokkaido. Recently, paper 
manufacturers have entered into an agreement with Soviet Russia 
whereby a concession has been obtained for the exploitation of forests 
in the Maritime Province. The development of the rayon industry 
in recent years has also created a fresh demand for pulpwood, which 
at present is being entirely imported from abroad. 

A national forestry policy has recently been developed. In 1907 
the government passed a forestry law which provides for the creation 
of protective forests for the purpose of preventing land slides, ero- 
sions, freshets, and avalanches, and for feeding water sources. Sub- 
sidies have been granted for the reforestation of denuded lands and 
for the care of public forests which protect the supply of waiter. In 
the matter of private forests the forestry law provides for the organ- 
ization of forestry associations by groups of forest owners for the 
purpose of preventing timber depreciation, reforesting barren lands, 
and preserving the condition of the soil. In 1928, there were 884 
of these associations, the members of which own 1,502,178 acres. 

As a rule, state forests and those belonging to the Imperial House- 
hold are better managed and in finer condition than are the private 
and public forests. The latter still contain large areas of denuded 
land — nearly half of the entire area in the case of the public forests. 
Moreover, even w^here the land is still covered with trees, the timber 
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often shows much deterioration, which is chiefly due to fires and 
insects, fire destruction accounting for about 85 per cent of the 
deterioration. The damage from these causes extends annually to an 
area of something like 300,000 acres. While real progress has been 
made in forestry control, much thus remains to be done. Reforestation 
is, moreover, as yet practiced only in Japan proper and Chosen. 

ni. HSHERIES 

Although the land area of Japan proper is only about one-twentieth 
that of the United States proper, the coast line is over 17,000 miles 
long, as compared with 7,314 miles for the United States. The sur- 
rounding seas provide fishing grounds to the extent of 924,000 square 
miles — an area more than six times that of the country itself. In 
consequence of the existence of both cold and warm ocean currents, 
fish of all descriptions abound; the stretch from Hokkaido to the 
Maritime Province embracing one of the three richest fishing grounds 
of the world. In the warm current /one along the coast of the main- 
land are found sardines, bonitos, sea-breams, cuttlefish, yellowtails, 
mackerel, tunnies, whales, coral, oysters, and many other varieties 
of shelbfish. The principal products of the cold current zone are 
herrings, salmon, sea trout, codfish, sea-otters, fur-seals, and laminaria. 

Japan ranks first among the nations of the world in fishing, her 
catches making up approximately one-fourth of the world supply. 
In 1927, the catch of Japan proper was 3,568,000 tons, while the 
output of Chosen and Karafuto raises this total to roughly 4,535,000 
tons. This may be compared with a little over 1,000,000 tons annually 
for Great Britain and the United States and about 600,000 tons for 
Norway, 

The populations of the coast districts cither engage entirely in 
fishing or make this industry an important subsidiary to other occu- 
pations. In 1928 the number of fishermen was 1,498,258 and the 
number of fiDhing boats 360,126. During recent years, steam and 
motor-driven fishing vessels have been rapidly replacing the old 
rowing and sailing boats employed in what is known as inshore 
fishery. The yield of inshore catches over a period of years is shown 
in the table on page 40. 

The development of Japan’s deep-sea fisheries dates from 1898, 
when the I^aw for Encouragement of Deep-Sea Fishery was put into 
effect. The occasion for this law was a rapid increase in the number 
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of foreign boats engaged in catching sea-otters, fur-seals, and other 
marine products in Japanese waters. The payment of subsidies to 
owners of boats engaged in deep-sea fishery was provided forj and 
later the subsidies were extended to vessels transporting deep-sea 
catches and to new boats equipped for deep-sea fishing. Under this 
stimulus, a considerable number of steam trawlers, whalers, and 
motor fishing boats have been constructed, and the fishing operations 


Value of Jnshore Caiches in Japan Proper, 1909 28® 
(In thousands of yen) 


Period 

i 

tish 

Shell- 

fish 

Other 

Aquatjic 

Animals 

Sea- 

weed 


1909- 13 (Average) 

()4,905 

3, -157 

10,280 

4,334 

82,824 

1V14 

71,980 

3,806 

11,501 

7,764 

95,053 

1915 

73,723 

4,090 

9,877 i 

t 7,144 

94,8 56 

1916 

74,49<> 

3,555 

15,864 

, 10,342 

102,242 

1917 

92,721 

4,942 

15,141 

10,428 

123,233 

1918 

128,611 

8,056 

20,859 

15,055 

171,185 

1919 

195,025 

12,040 

26.608 

12,858 

246,855 

1920 

213, HK 

12,586 

31,819 

' 12,7-18 

S 270,294 

1921 

202,530 

12,663 

30,890 

1 12,141 

258,226 

1922 

179,54^ 

10,269 

51,54 5 

1 11,529 

1 2 52,880 

1923 

182,436 

9,408 

44,019 

11,546 

1 247,411 

1924 

191,863 

10,681 

30,228 

12,402 

251,175 

1925 

190,178 

12,655 

59,6 57 

11,552 

254,003 

1926 

171,839 

11,825 

30,580 

11,108 

225,552 

1927 

166,005 ; 

11,001 

30,2 52 

21,899 

1 229,158 

1928 

156,560 

12,112 

28,930 

11,660 

209,264 


® Japanese government, Statistics oj Departmuit of A^i iculture and hoieUiy 
These totals do not precistl) equal the sum ol th( items since the hundreds digits were 
ignoied in the original diita. 


of the Japanese now extend to the Arctic^ the South Seas, and other 
distant fishing grounds. 

By the Treaty of Portsmouth, Kussia ceded to Japan the right of 
fishing along the Russian coasts of the Sea of Japan, the Sea of 
Okhotsk, and the Bering Sea^ and by the Russo-Japanese Fishery 
Agreement, which followed the Portsmouth Treaty, this concession 
was established. It was renewed in May 1928. In 1928 there were 
as many as 380 Japanese boats fishing in these waters and the value 
of the catches of salmon, sea trout, crabs, etc,, reached 46,000,000 yen. 

An important development since the World War has been the 
packing in floating canneries of crabs captured in open seas. During 



1929 as many as i 6 floating canneries were in operation, the output 
of which amounted to 348,359 cases each containing 48 pounds of 
crab meat, representing about 70 per cent of the canned crab products 
of all the northern seas. The exports of these products to the United 
States, Hawaii, Australia, and Europe reach an annual value of 
more than 16,000,000 yen. Since the supply of crabs in Kamchatkan 
waters has shown signs of decrease in recent years, the government 
each year sets a maximum production limit. Competition is becoming 
serious, as Soviet Russia increased the number of its floating canneries 
from four to nine in the year 1929-30. 

In 1928 there were 8,090 boats engaged in deep-sea fishing near 
the mainland, of which 7,584 were motor or steam propelled. The 
value of the catches during that year was 80,871,000 yen. Steam trawl- 
ers were first introduced in 1905, and in the following seven years 
139 were constructed. The excessive catches served so to depress 
prices that the Jaw now limits the maximum number of trawlers 
to 70. The catches made by trawlers in 1928 were valued at 10,158,000 
yen. 

The first steam whalers were put into operation in Japanese waters 
in 1899. Within ten years the number had reached 28 and it l>ecame 
necessary in the interests of protecting the breeding of whales to 
limit the growth of the industry. In 1909 the government accord- 
ingly ciiactcd a law limiting the maximum number of whaling vessels 
to 30. In 1928 the number in operation was 29. The catch in that 
year numbered i,ii8 whales valued at 1,453,000 yen. 

T'he piscicultural industries, which include artificial breeding of 
fish in rivers, lakes, and bays, transplanting from one water to 
another, and the hatching of spawn and the rearing of fry, have 
shown a marked development in recent years, both quantitatively 
and qualitatively. The principal varieties of fish chosen for these 
purposes are carp, eels, mullets, goldfish, trout, and oysters. In 1928 
there were 141,1 14 fish farms. The art of preserving aquatic products 
has also made considerable advance in recent years. 

Chosen and Karafuto also have important aquatic products, the 
1928 value of marine products in the former being 66,114,000 yen, 
and in the latter 20,557,000 yen. Fishing in Taiwan is, however, still 
In an infant stage. 

As one of the most important industries in Japan, fishing is given 
encouragement by the government i 
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for the eiKouragement of fishing in the deep seas has already been 
referred to. Under the fishery law passed in 1901, extensive regula- 
tions for governing the industry have been laid down, and by this 
act a fishery right is regarded as a property right which gives fishing 
privileges on a fixed section of the public waters as licensed by the 
government. In 1921 the Marine Products Societies Law was enacted, 
under which public corporations or societies are organized for the 
improvement and development of the industry by means of prize 
shows and exhibitions, mutual systems of relief, market research, 
etc. By April, 1930, there were 340 local societies, 43 prcfectural, 
and one Imperial. In addition to the subsidies already mentioned, the 
government annually disburses large sums for the reconstruction 
of landing ports, the maintaining of cold storage, and the aiding of 
fishery institutions and marine product societies. 

IV. MINERAL RESOURCES 

Mining and metallurgical operations in Japan date back to ancient 
times, but it was not until the Tokugawa regime (1603-1868) that 
this industry made noteworthy development, most of the important 
coal, copper, and silver mines now in operation being started during 
this period. With the growth of industry and commerce during the 
modern era, mining activities have been greatly expanded. At the 
present time most of the principal mines are controlled and operated 
by large joint stock companies, the number of mining companies in 
1928 being 339. It will be advantageous in discussing mineral re- 
sources to consider Japan proper and the colonies separately. 

A. Japan Proper 

While Japan possesses a wide variety of mineral products, only 
coal and copper are really important. Coal accounted for 67 per cent 
of the value of mineral output in 1928, and copper for 14 per cent. 
Even in the case of these two sub-soil resources, however, Imports 
slightly exceed exports. Mineral resources may be conveniently di- 
vided into three classes: (i) metals, (2) ores, and (3) non-metallic 
minerals. The relative importance of the various types of minerals 
produced in Japan proper is shown by the table on page 43. 

A brief statement is presented below with reference to each of the 
individual mineral resources comprised in the above classes; and for 
each group a diagram is given to show the trend of production over 
a period of years. 

^ i 
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Mikehal PEooiTcnojr in Japan Feoper, 192S» 


Minesral 

Production 

Unit 

Quantity 

Produced 

Value 
(In yen) 

METAtS 

Gold 

Troy ounce 

334,060 

85,183,170 

14,685,045 

Silver 

it u 

5,144,857 

6,516,019 

Copper 

Lead 

Pound 

150,427,311 

55,271,862 

a 

8,053,176 

847,552 

Tin 

u 

1 

1,641,558 

1,523,087 

Zinc 

a 

42, us, 546 

6,339,605 

ORES 

Iron ore 

Metric ton 

157,706 

8,453,063^’ 

Manganese ore. , 

a u 

17,692 

424,658 

Sulphur ore 

U M 

13,319 

110,475 

Iron pyrites . . . , . 

n u 

593,954 

7,888,286 

Scheelite 

1 U it 

\ 

50 

29,644 

NON-METALS . . 

Coal ... 

Metric ton 

33,860,181 

273,368,450 

254,516,131 

Lignite 

u « 

147,730 

904,956 

Sulphur 

u a 

70,063 

1 4,095,521 

Phosphorite . . . 

u u 

58,776 

906,241 

Crude oil . . _ 

i Gallon 

1 

77,221,350 

12,945,601 


* Jaj^anese Department of Commerce and Industry, Mining Bureau, The Trend of Mm* 
ins Industry tn Japan^ and Manual of Iron Industry. 

^ Exclusive of iron ores for which value figures are not obtainable, as the product is 
usually converted directly into pig iron by the producer 


I. Metals 

a. GoU. From ancient times until comparatively recent years, 
gold was obtained in Japan by the placer mining process, but at 
present it is almost entirely derived from vein operations. Domestic 
production scarcely suffices to meet industrial and art purposes j 
hence, to meet the monetary requirements, Japan has been a sub- 
stantial importer of gold. The aggregate gold production of Japan, 
including the colonies, from 1894 to 1928 was 384,247,0(X) yen, and 
the net imports amounted to 1,050,738,000 yen.’^ The trend of pro- 
duction of gold in Japan proper is shown in the diagram on page 45. 

h. Silver, The extraction of the white metal began in Japan 
more than a thousand years ago, the first silver and copper coins 
having been minted in the eighth century A.D. It is found in many 
parts of the islands. Since silver is chiefly extracted from copper ore, 
the output varies directly with that of copper. During the war period, 
when the production of copper was stimulated by the prices which 
prevailed, the output of silver greatly increased, reaching in 1917 a 

^ For detailed fjgiuee of the imports and exports of gold, see Appendix A, p. 407, and for 
the gold holdings of the country at the piesent time see tbid., p. 412. 
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total of 7,112,000 ounces, as compared with only 5,145,000 ounces 
in 1928. As in the case of gold, silver production has been insufficient 
for the country's requirements, the total net imports of the Empire 
from 1894 to 1928 equalling 7,516,000 yen/ For the trend of pro- 
duction, see the diagram on page 45. 

c. Coffer. This is the only metal in the production of which 
Japan holds an important place among the nations of the world. For 
a considerable time prior to 1923, Japan ranked third in the pro- 
duction of copper j but in recent years Canada and the Belgian Congo 
have forged ahead, and Mexican production in 1928 was approxi- 
mately equal to that of Japan. The output in Peru has also been 
rapidly increasing. Of the total world production in 1928, 49.7 per 
cent was produced in the United States; 17 per cent in Chile; and 
3.9 per cent in Japan. 

The trend of production has followed closely that of the world 
as a whole; rising markedly during the World War, declining sharply 
in the post-war depression, recovering slightly after 1924, but falling 
off again in the depression of 1929-30. (See diagram, page 45.) 

Notwithstanding her comparatively abundant resources, Japan has 
imported much more copper in recent years than she has exported. 
The explanation is that foreign copper bears a lower price. 

d. Lead and zinc. The production of lead was greatly expanded 
during the World War, but in recent years has been at about the 
pre-war level. The annual output has a value of approximately 
r, 066, 000 yen, while the annual imports equal some 16,000,000 yen. 

The production of rinc was negligible until the World War. While 
present production is considerably below that of the war-time peak, 
the average annual output from 1924 to 1928 was approximately 

6.640.000 yen. Imports amounted in the same period to 12,800,000 
yen annually. (See diagram, page 45.) 

e. Tin and aluminum. The production of tin has been expanding 
in recent years, and the value of the annual output is around 

1.390.000 yen. The annual imports are approximately 9,850,000 yen. 

Extensive aluminum deposits were discovered in 1930, when it 

was found that the volcanic ashes of Saga Prefecture contain from 24 
to 34 per cent of this important metal. A commission appointed to 
survey the prospects for the development of an aluminum industry 
has, however, reported that, because of the high cost of production, 

* Foi tlet »ih‘cl import figures, see Appendix A, p. 407 
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a high tariff would be required to give proteetion from foreign com- 
petition. The government opposes a high tariff because of the adverse 
effects upon exports of aluminum products fabricated from imported 
material. 

The diagrams on page 45, based on quantity figures, show the 
trend in the production of metals in Japan proper over a. period of 
years. 

2. Ores 

The only ores produced in Japan in any significant quantities, 
other than those of the metals discussed in the preceding section, 
are iron, manganese, scheelite, sulphur, and iron pyrites. Manganese 
ore is used in the preparation of alloy metal, while scheelite serves 
as the raw material for the manufacture of high grade tungsten steel. 
Both sulphur ore and iron pyrites are used in the preparation of 
sulphuric acid, which in turn is utilized in the reduction of phosphorite 
(phosphate rock) to superphosphate fertilizers. The diagrams on 
page 47 show the trend of production of these ores over a period 
of years. 

The iron ore resources of Japan are quite inadequate to the nation’s 
needs. The reserves have been estimated by the Imperial Geological 
Survey at 5 6 , OCX), 000 tons for Japan proper and 4,000,000 tons for 
Chosen. In 1928 the production in Japan proper equalled only 7.9 
per cent of the total ores consumed. Only one~ninth of the imports 
came from the colonies, the great bulk being brought In from China 
and the Straits Settlements. I'herc are extensive deposits of magnetic 
sand iron m northern Japan^ but thus far the utilization of this iron 
has not been commercially feasible. Further discussion of the iron 
ore problem in relation to the iron and steel industry will be found 
in Chapter XXIV. 

3. Non-Meiallic Minerals 

Among the non-metallic resources of Japan arc coal and lignite, 
crude oil (petroleum), sulphur, salt, and phosphorite (phosphate 
rock). 

a. Coal and lignite. Japan’s coal fields are widely distributed, the 
most important mining regions being in Hokkaido, Iwaki, and 
Kyushu, the mines of Kyushu producing more than half the annual 
supply. Some anthracite is found, but bituminous coal predominates, 
the reserve consisting chiefly of bituminous of a high to medium 
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volatile type. Coking coal is limited, and most of that used is im- 
ported from China. The reserves of coal for Japan and Chosen 
have been estimated at about 8 billion metric tons, which figure may 
be compared with 19 1 million tons for Italy, 13 billion for France, 
26 billion for Czechoslovakia, and 78 billion for British India. The 
coal reserves in Manchuria which are available for Japanese exploita- 
tion amount to only 1,208,000,000 tons.® The increase in the produc- 
tion of coal and lignite over a period of years is shown in the diagram 
on page 50. 

Notwithstanding the substantial coal resources of Japan proper, 
imports now exceed exports. In 1913, exports exceeded imports by 
3,294,000 tons, but in 1928 imports exceeded exports by 584,499 tons. 
The increase in imports is attributed in part to the increasing demand 
for coal in Japan, resulting from the growth of industry and the 
rising price of wood and charcoal, and in part to the great advance- 
ment in mining methods in China which is rendering available at 
low prices a nearby source of supply. 

Crude oil. The petroleum fields of Japan are distributed along 
a line which begins in the island of Karafuto and passes south through 
Hokkaido and Honshu along the coast of the Japan Sea. The bulk 
of the production is in the Fxhigo and Akita districts in the north- 
western part of the Main Island. Knowm resources of petroleum were 
officially estimated in 1924 at about 56,000,000 barrels. 

Oil production by western methods of drilling began with the 
establishment of the Nippon Oil Company in 1888. This company 
is now responsible for 90 per cent of the total output. The peak year 
of production w^as 1915, when the output was stimulated by the war 
and by the adoption of the rotary process of drilling. The decline in 
output since the war has been in part due to the draining of wells 
and in part to the increasing competition of foreign crude oils wffiich 
are now being imported in large quantities for refining purposes. In 
the hope of stimulating domestic production, the government, under 
a law of August, 1927, offered a subsidy for the prospecting of new 
oil fields. In 1925, moreover, a concession was obtained from Russia 
for the exploitation of oil fields in the northern half of the island of 
Saghalien, and work was l>egun in these fields the following year. 
The South Manchuria Railroad Company is also planning the 
extraction of oil by the distillation of shale, which is found in 
abundance in the adjacent Bujun Collieries. 

H. Foster, OrM and Industry nt the Far FaKt^ p. 33. 
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From this brief account, it will be seen that the oil production and 
r^ources of Japan are altogether inadequate for the nation’s require- 
ments. The imports of crude oil in 1928 amounted to 380,554,900 
gallons as compared with a domestic production of 77,21 6,393 gallons. 
The import figures moreover do not include the oil purchased abroad 


Production of Crude Oil in Japan Proper, 1877-1929“ 



“ St*f Table 9, p. 421, for data. 


for fueling the Japanese navy, the amount of which probably exceeds 
the entire domestic consumption. The relative insignificance of the 
Japanese oil production may be gauged by the fact that in 1928 the 
total output, including that of Taiwan, was only 1,800,000 barrels, 
or about one-eighth of one per cent of the total world output. The 
diagram above shows the production of crude oil in Japan proper over 
a period of years. 

c\ Sulphur and salt. Sulphur has been produced in limited quan- 
tities for a great many years, and shows no great variation in either 
quantity or value. The domestic production is inadequate to the needs, 
sulphur imports in 1928, for example, amounting to 464,373 yen. 

Salt is not mined in Japan but is derived from sea water. The 
annual production is only about half of the total consumption, the 
remainder being imported from China. Salt is a government monop- 
oly, and all salt is purchased by the Monopoly Bureau, which sells 
the product to wholesalers for distribution throughout the country. 
This bureau has offices in various parts of the country, where stocks 
are held in readiness to meet demands at any time. Prices are main- 
tained at a low and stable level. 
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Phosfhorke (fhosfhate rock). It has already been noted that 
phosphorite serves as the base of raw material in the manufacture 
of phosphate fertilizer. Requirements of the fertilizer industry largely 
determine the annual production of this mineral. 

The diagram on page 50 shows the production of non-metallic 
minerals in Japan proper over a period of years. 

B. The Colonies 

The Japanese colonies are not particularly rich in mineral resources. 
In 1928, the total value of all minerals, including pig iron, produced 
in Chosen was 26,434,972 yen and in Taiwan 16,513,301 yen. The 
only mineral product in Karafuto is coal. The mandated islands in 


Annual Avcragk Mineral Production in Chosen and Taiwan* 
(By selected periods) 


Mineral 

1 

Production 

Unit 

Quantity Produced 

Chosen 

j Taiwan 

lQlO-13 

1924-28 

1909 13 

1924-28 

Gold 

Troy ounce 

141,414 

170,348 

50,035 

10,004 

Silver ... 

u u 

10,602 : 

52,208 

65,464 

13,256 

Copper 

Pound 

2,646 

1,239,435 

2,141,565 

1,465,629 

Lead .... ... 

ti 

— 

1,756,639 


— 

Sulphur 


— 

— 

4,391,596 

4,100,587 

Zinc ore 

Metric ton | 

— 

820,000 



— . 

Iron ore 

(l U 1 

119, (KX) 

400,000 

— 

— 


* Data are from Statistical Annuals of the Government-General of Chosen, and of the 
Government-CJeneral of Taiwan. 


the South Seas produce phosphate ore to an annual value of approxi- 
mately 1,000,000 yen; and there is also a deposit of phosphate in 
Angour Island estimated to contain a reserve of 2,400,000 tons. The 
production of metals and ores in Chosen and Taiwan is shown by 
the table above. 

The production of iron ore in Chosen has shown a marked increase 
since pre-war days, and the exports from this colony to Japan now 
exceed the volume produced in Japan proper. In 1928, the production 
in Japan amounted to 157,706 metric tons, as compared with imports 
from Chosen amounting to 225,389 metric tons. 

The colonics can produce considerable quantities of coal, but as 
yet they do not constitute a source of supply to the mother country. 
In 1928, the mines in Chosen produced 815,817 tons, as compared 
with 390,000 tons in 1914; yet during the same year Chosen im- 
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ported 882^472 too$, in part from Japan proper and in part from 
abroad. Taiwan is also increasing its output of coal, producing 
^^583, 598 tons in 1928, a part of which is exported to China and 
the South Seas. Karafuto prc^uced 539481 tons in the same year, and 
there is a possibility of a substantial increase in the future. 

Oil is found in Taiwan, but none has thus far been discovered in 
Chosen. The production in Taiwan has increased from 142,980 gal- 
lons in 1912 to 4,448475 gallons in 1928, in which year it equalled 
5.7 per cent of that of Japan proper. 

It is clear from the foregoing account that the natural resources 
of the Japanese Empire are on the whole extremely meagre. The 
arable agricultural areas are very limited in extent, though the soil 
is exceptionally productive. While forest resources are extensive, they 
are not adequate to the nation’s requirements. Only coal and copper 
among the important mineral products are found in comparative 
abundance. Fisheries, however, constitute a most important resource, 
furnishing a large amount of employment and providing a foodstuff 
of incalculable importance. The methods by which these limited 
resources have been utilized and developed for the support of 
90,CXX),000 people is the story to which we now turn. 
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CHAPTER V 

THE DEVELOPMENT OF TRANSPORTATION 

At the opening of the Meiji era, the transportation facilities of 
Japan were of the most meagre character. Highways were few In 
number and of primitive typej railroad and tramway lines were un- 
known 5 inland waterways, because of the mountainous topography, 
were navigable only for short distances^ and, in consequence of the 
policy of national seclusion, there were no ships that could navigate 
the open seas. Only in small coastwise craft did Japan possess trans- 
portation facilities worthy of the name. In less than 50 years a com- 
prehensive unified railroad system was developed, in the colonies 
as well as in Japan proper j steam, gas, or electric tramways were in 
operation in all the principal citiesj and Japanese shipping lines 
encircled the globe. This chapter presents the salient facts in this 
remarkable development. 

I. RAILWAYS 

/. Japan proper. Railway development in Japan began some 40 
years later than in the United States, Great Britain, and other western 
countries. The first railroad was constructed by the government in 
1873 between Tokyo and Yokohama, a distance of a little over 17 
miles. Topographical and other conditions led to the adoption of a 
gauge of 3 feet 6 inches as compared with the prevailing 4 feet 8,5 
inches of western countries j and this narrow gauge has become uni- 
versal in Japan. On the whole, passenger train schedules are com- 
paratively slow, but a fast express was established on October i, 1930, 
between Tokyo and Kobe, trains maintaining an average speed of 
41.5 miles per hour. Freight trains of 1,300 tons are common on level 
stretches of track. 

Railroad construction has Ix^en carried out in part under govern- 
ment and in part under private auspices. As part of its general program 
of modernization, the Japanese government took the lead in the 
development of railroads, as indeed it did in many other lines of 
activity, but it was expected that after the initial stage further railway 
construction would be left to private enterprise. In the eighties private 
capital did in fact enter the field of railway development, and for 
nearly 20 years private lines increased much more rapidly than did 
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those constructed by the government — 3,283 miles of private lines 
being laid down between 1887 and 1905, as compared with i,i75 
miles of government lines. Since 1906, however, private construction 
has been confined to local or ^‘feeder” lines. 

In Japan, as in many other countries, an agitation early arose in 
favor of the nationalization of the railroads. There were the usual 
controversies over the level of rates and discriminatory schedules; 
the existence of numerous private lines made co-ordinated control 
difficult; moreover many of the private lines were in financial diffi- 
culties. As early as 1898, the Tokyo and Kyoto Chambers of Com- 
merce formally urged upon the government the desirability of rail- 
way nationalization. After thorough investigation, the government 
reached the conclusion that the placing of all railroad lines under a 
single control was necessary for the most efficient transportation 
service and for an eventual reduction of freight rates. The relation 
of railway development to military requirements was also a factor in 
the situation. 

It was not, however, until 1906, the year after the Russo-Japanese 
War, that the Railway Nationalization I/aw was enacted, under 
which all trunk lines were nationalized. In the two years ic)o6 and 
1907 the government purchased 3,004 miles of private lines and 
equipment, of which t8i miles had not yet been opened to traffic, 
at a price of 479,320,000 yen.^ The financial transaction involved the 
issue of government bonds to the owners of the private railway com- 
panies. 

While the principle of government ownership of all trunk lines 
was thus established, local feeder lines were left in private hands and 
their future development was also left to private enterprise. By acts 
of 1910 and 1911, the government gives encouragement to the con- 
struction of ‘^light railway’’ feeder lines. These laws, as amended in 
1921, empower the government to subsidize a lcx:al railway for a 
ten-year period from the date it begins operations up to 5 per cent 
of the cost of construction in each year. In 1919 all private railroads 
of the country were placed under control of a new law pertaining 
to local railways, under which the above subsidies are continued. The 
government has reserved the right to purchase any local railroad 
at any time. 

^ Since some df these iallwa> companies wcic engaged in the maiine tanving trade as well, 
the goveinment also purchased these interests, at a price of 2,650,000 yen. 
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The growth of railway lines in Japan proper is shown by the dia- 
gram below. The dates are selected to fit the foregoing discussion 
of the trend of government and private railway development. The 
length of railway lines in operation in 1928-29 was 12,198 miles, 
of which 8,509 miles were government lines and 3,689 miles local 
private lines. It will be observed that the increase in mileage of local 

Growth of Railways, Japan Proper, 1873-1929*' 



private lines in recent years has been comparatively rapid. On the 
whole, the railway net is fairly extensive, the primary need for the 
future, as we shall see in a subsequent chapter, being the better co- 
ordination of railways with other developing transportation facilities. 

The government railways and subsidiary enterprises are under 
the control of the Minister of Railways. Separate divisions of the Rail- 
ways Department have charge of traffic, construction, repairs, main- 
tenance, and manufacture of rolling stock. The country is divided 
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into six railway districts, each of which is under the jurisdiction of 
the Railway Bureau. For the connection of termini, the Railways 
Department operates ferry lines between Hokkaido and Karafuto, 
Hokkaido and Honshu, and also from Honshu to Chosen. Three 
smaller ferries connect with the lesser islands. 

Railway finances are handled separately from the general treasury 
accounts of the government. The construction of new railroads and 
improvements on existing roads are provided for either out of 
earnings or by means of borrowed funds. On March 31, 1929, the 
balance sheet of the Imperial government railways showed total 
assets and liabilities of 3,110,155,000 yen. The borrowed capital 
amounted to 1,627,399,000 yen, of which 1,521,673,000 yen repre- 
sented bond issues, and the remainder temporary short term obliga- 
tions. 

The private railroads showed total liabilities of 1,547,255,000 yen. 
Among the assets appears an item of 351,730,000 yen under the 
heading ‘^construction expenses of other enterprises,” chiefly electrical 
works, which would appear to make the railway assets proper only 
about 1,200,000,000 yen. It should be pointed out, however, that 
some of these expenses, and also of the “railway construction ex- 
penses,” are joint in character^ hence a precise figure of railway assets 
proper cannot be given. The outstanding debenture and mortgage 
indebtedness amounts to 262,037,384 yen, and temporary borrowings 
to 136,708,182 yen. 

The financial condition of the railroads has been very satisfactory. 
The net earnings of the government roads, have averaged close to 9 
per cent on the capital j while those of the private lines have averaged 
about 7 per cent. The cost of new construction and improvements, 
however, reguIarJy exceeds the profits j hence it is necessary to resort 
to the issue of bonds or temporary loans.® Inasmuch, as the revenues 
have expanded in proportion to the improvement and extension of 
railroad lines, these borrowings must be regarded as productive in 
character. The operating condition of the roads over the past eleven 
years is shown by the table on page 57. 

The operating ratio on the Japanese railways is exceedingly favor- 
able. By the operating ratio is meant the ratio of operating expenses 
to total income, and the lower the ratio the more profitable the condi- 
tion. The Japanese ratio in 1929, the highest it has ever been, was 

® 1 he growth of the debt of the government railways is shown in Tabic 58, p. 454. 
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COITDITJON OF THE RAILWAYS OF JaFAN PftOPER, l$>t8-29 
(Amounts in thousands of yen) 

I* Government Railways* 
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Fiscal Year 

Passenger 

Receipts 

Freight 

Receipts 

Net 

Earnings 

1 

Net Earnings 
as a 

Percentage of 
Total Capital^ 

1917-18 

87,017 i 

90,595 ; 

99,155 

8 9 

1918-19 1 

123,385 ‘ 

112,133 

99,445 

h 4 

1919-20 

166,607 

135,013 i 

107,115 

8 4 

1920-21 

207,839 

137,399 

108,537 

7 8 

1921-22 

219,228 i 

171,135 

178,949 

11 6 

1922-23 

237,446 

183,573 

199,815 

11 2 

1923-24 1 

255,284 

181,182 

182,112 

9 2 

1924-25 1 

264,725 

199,256 

204,694 

9 5 

1925-26 

268,222 

204,434 

221,011 

9 5 

1926*27 

271,249 

205,078 

213,243 

8 5 

1927-28 

278,952 

220,285 

224,456 

8 3 

1928-29 

292,624 

228,015 

228,423 

79 


II PnvAtely Owned Railways® 


1917-18 

9,506 

4,582 

7,040 

6 6 

1918-19 

12,566 

6,504 

8,211 

7 7 

1919 20 

17,428 

8,899 

10,592 

8 0 

1920-21 i 

22,113 

10,170 

13,129 

9 5 

1921-22 1 

2^955 

12,955 i 

17,073 1 

9 8 

1922-23 

27,576 

14,856 

19,46? 

9 6 

1923 24 

30,959 

15,818 

21,998 1 

8 1 

1924-25 

34,878 

18,207 

25,718 

8 1 

1925-26 

37,821 

18,921 

27,280 

7 2 

1926 27 

42,098 

20,687 

30,961 

7 1 

1927-28 

46,353 

21,910 

32,591 

6 4 

1928 -29 

52,093 

22,882 

36,400 

1 6 1 


• Japanese Railways Department, Stafemtnt of Condition of Government Railways 
^ Computed on total capital (‘‘capital proper^' plus “borrowed capital") outstanding at 
the end of the preceding fiscal year, exclusive of investments m new lines not yet m 
operation In the case of private railways investment in “other enterprises" is also ex- 
cluded. 

® Japanese Government, Bureau of Statistics, Statistical Annual^ and Japanese Railwavs 
Department, Materials of Railway Statistics 


52.7 per cent, and it is slowly increasing. This ratio of 52.7 may be 
compared with 71.9 per cent m the United States, 79.5 per cent In 
Great Britain, and 83.9 per cent in Germany. This favorable ratio 
is due to the extremely dense passenger traffic. 

It will be seen that Japanese railways receive about three-fifths 
of their total revenue from passenger traffic 5 and moreover the per- 
centage has been steadily increasing for some years. This condition 
presents a striking contrast to that in the United States and Great 
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Britain, where respectively 14.57 36,65 per cent of the total 

revenue in 1928 was derived from passenger traffic, and where, more- 
over, the percentage derived from passenger traffic has been steadily 
declining. In Japan the entire population averages 16 train rides a 
year, while in the United States the average is but six rides per capita. 
On 250,000 miles of railway in the United States, 798,476,1 14 passen- 
gers were carried in 1928, while in Japan on 12,198 miles 1,213,578,- 
000 passengers were carried. In the same year Great Britain’s 20,388 
miles of railway carried 1,666,384,976 passengers. These figures in 
all cases include the commuting traffic of the great metropolitan 
centers. 

Growth of Freight Traffic, Japan Proper, 1909-29*" 

(In thousands) 



The steady, continuous growth of passenger traffic has been really 
remarkable. The number of passengers carried on the government 
and private railroads combined in 1917-18 was 31 9,490,000 j by 1921- 
22 the number had increased to 576,565,000 j in 1925-26 it stood 
at 917,412,000^ and by 1928-29 it had mounted, as already noted, 
to 1,213,578,000, Passenger fares averaged only 1.25 cents per mile, 
as compared with 2.85 cents in the United States, the low average 

5 « 




being due to tht extremely heavy third-class traffic, on which the 
rates, particularly the commutation rates, are very low. 

The growth of freight traffic annually since 1909, the first year 
for which data are available, is shown by the diagram on page 58. 

The electrification of government railways is steadily progressing. 
Electric trains are now running about Tokyo and vicinity, and the 
service is gradually being extended to trunk lines. Many of the 
private feeder railways also run electric cars. On the 3,575 miles of 
private roads in operation in 1928-29, as many as 1,089 miles had 
electric traction, and 653 miles steam and electric combined. In view 
of the extensive hydroelectric power resources of the country, elec- 
trification of virtually all the roads appears to be only a matter of 
time, perhaps 20 years. 

2. The colonies. The trunk lines of railways in Chosen are under 
the control of the colonial government, while the local or spur lines, 
as in Japan proper, are privately owned and operated. The number of 
miles of trunk lines in 1928-29 was 1,585, and the spur lines aggre- 
gated 516 miles. The gauge is 4 feet 8.5 inches. The capital of the 
government lines amounted to 348,388,239 yen, and of seven private 
roads to 75,977,455 yen. Profits amounted to about 3 per cent on 
the capital, the operating ratio being 80 per cent. The difference as 
compared with Japan proper is largely explained by the fact that 
passenger traffic in Chosen yielded only about 33 per cent of the 
total revenue. 

The Chosen railroads make connections by ferry with those of 
Japan proper, though in consequence of the difference in gauge the 
rolling stock cannot be transferred. To the west they connect with 
the South Manchuria Railway by means of the Antung-Mukden line 
of the same gauge. 

In Taiwan, the government operated 537 miles of trunk line 
in 1928-29 and also 71 miles of forest line — the gauge being as in 
Japan proper, 3 feet 6 inches. The line between Keelung and Taihoku 
is double track, and other double-track lines are in progress of com- 
pletion. There are also 342 miles of private lines open to general 
traffic, and 997 miles of lines operated exclusively for the benefit 
of their owners, principally sugar companies. A feature of the trans- 
portation system of the island is the tramway system, 793 miles in 
length. The cars are propelled from behind by native coolies and 
carry both freight and passenger traffic. 
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There are^ strictly speaking, no capital accounts for the state rail- 
ways in either Taiwan or Karafuto. The profits are, however, sub- 
stantial and about 6,ooo,ocx) yen is expended annually on improve- 
ments* The operating ratio is very much better than in Chosen, being 
in 19:28 as low as 50.2 per cent on the private railways and 56.8 per 
cent on the government lines. This excellent showing is attributable 
to the heavy passenger traffic, the average number of train rides per 
capita in 1928-29 being 5.19. Fifty-seven per cent of the revenues 
are derived from freight and 43 per cent from passenger traffic. 

In Karafuto, there are 184 miles of railway belonging to the 
government, 118 miles privately owned, and 15 miles of tramways. 
The traffic is small and the operating ratio is accordingly extremely 
high. On the state railways in 1928 it was 102.7 per cent (resulting 
in a deficit) and on the private railroads 96 per cent. On the state 
railways 30 per cent and on the private railways 61 per cent of the 
revenue was derived from passenger traffic. 

The government of Japan is the largest stockholder in the South 
Manchuria Railway, which was ceded to Japan by Russia as a result 
ot the Russo-Japanese War. The trunk line of this railroad extends 
from the Port of Dairen to Changchun, and was formerly a branch 
of the Chinese Eastern Railway. Until 1907, this road was operated 
by the field railway of the Army; but in that year the South Man- 
churia Railway Company was organized to take over and operate the 
railroad, and also to administer affairs in the leased territory. The 
Antung-Mukden line, a branch of the South Manchuria Railway, 
was originally constructed by the Japanese Army during the Russo- 
Japanese War, but was afterward transferred to the South Manchuria 
Railway Company. Its gauge, which had originally been 2 feet 6 
inches, was increased to 4 feet 8.5 inches to correspond with that of 
the trunk lines.® These two lines together with their feeders extend 
for 694.8 miles.'* 

II. TRAMWAYS 

The first horse tramway in Japan was constructed in Tokyo in 
1880, and within a few years they were found in most of the principal 
cities of the country. In 1890 an electric tramway experiment was 
conducted in Tokyo; but it was not until 1895, in the city of Kyoto, 

When under Russian control, the South Manchuria line had a gauge of ; feet. 

In the prcpaiation of this section the author is especially indebted to Dr. Shinta Matsu- 
nawa, chief of the Research Office of the Japanese Oovernment Railways, for criticisms and 
suggestions. 

60 



that an electric street-car line was successfully operated. Since that 
time, electric trams have been gradually replacing both horse-drawn 
and steam and gas propelled tramways. Under the tramway law of 
19JI1, the government or municipalities can at their option purchase 
the whole or any part of the tramways of the country. 

In 1928, there were 156 tramways in existence, operating a total 
of 1,656 miles of line. Of this total, 1,253 miles were electric tram- 
ways, 301 miles steam and gas tramways, and loa miles horse and 
other tramways. The growing and present dominant importance 
of the electric tram is indicated by the table below. 


Tramway Development, Japan Proper, 1917-28* 


Year 

Electric 

Motor (Including gas) 

Horse 

Mileage 

Passengers 

Carried 

(In 

thousands) 

Mileage 

Passengers 

Carried 

(In 

thousands) 

Mileage 

Passengers 

Carried 

(In 

thousands) 

1917 

69S 

831,726 

296 

11,010 

304 

5,381 

1918 

720 

966,161 

306 

12,399 

244 

4,506 

1919 

732 

1,211,147 

303 

10,594 

251 

4,742 

1920 . 

785 

1,258,296 1 

283 

9,125 

251 

4,183 

1921 

846 

1,381,857 i 

284 

10,029 

234 

3,351 

1922 

882 

1,536,368 

307 

11,564 

210 

3,348 

1923 

941 

1,548,504 

296 

11,132 

231 

3,179 

1924 

995 

1,698,876 

315 

11,282 

! 219 

2,839 

1925 

1,059 

1,701,620 

332 

10,970 

185 

2,093 

1926 

1,145 

1,725,372 

342 

11,530 

181 

1,141 

1927 

1,182 

1,787,918 

367 

11,324 

112 

827 

1928 

1,253 

1,862,641 

301 

! 8,687 

102 

624 


* Japanese Government, Bureau of Statistics, Statistical A rmual^ and Japanese Railways 
Department, Materials of Railway Statistics, 


Of the total passenger revenues, the electric trams in 1928 received 
more than 98-8 per cent. All classes of tramways carry freight as 
well as passengers. On the electric trams, the freight revenues in 
1928 were about i per cent of the passenger revenues; on the steam 
and gas tramways which are found chiefly in interior communities, 
about 63 per cent; while on the horse tramways the freight receipts 
were a little more than double the passenger revenues. 

Ill- OCEAN SHIPPING 

In view of the insular position of Japan, one would naturally 
expect navigation of the high seas to have played an important part 
in the life of the Japanese people. The blighting influence of the 
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policy of nonintwourse with foreign nations which characterixed the 
Tokugawa regime is nowhere better manifested than in connection 
with shipping. The construction of large vessels capable of ocean 
voyages was prohibited under severe penalties, and as a result naviga- 
tion was limited to the coast region about Tokyo and Osaka. It was 
not until 1854, a year after the visit of Commodore Perry from the 
United States, that this ban was relaxed. Although it was raised 
altogether shortly thereafter, even the coastwise steamship service 
was mainly supplied by British and American vessels, until well into 
the Meiji era. 

The government has systematically endeavored to stimulate the 
development of Japanese shipping. In the early days of the Meiji era, 
ships produced in government shipyards or purchased abroad were 
transferred to private interests without compensation, or leased to 
private companies free of charge. Extensive subsidies were also 
granted for the construction of private veSsSelsj but it was not until 
1881 that the Osaka Iron Works was established as the first private 
shipyard in the country. From about this time on, the construction 
of steel boats made steady growth, and the government either sold 
its dockyards or leased them to private concerns. This chapter is, 
however, concerned rather with the development of shipping lines 
and services than with shipbuilding, which is discussed in the chapter 
on industrial development. 

The growth of Japanese shipping during the seventies and early 
eighties was rapid and led to the virtual elimination of foreign 
steamers from the coastwise trade. In 1884, independent ship owners 
in Osaka combined to form the Osaka-Shosen-Kaisha (The Osaka 
Mercantile Steamship Company), and in the following year, the 
three leading shipping companies amalgamated in Nippon- Yusen- 
Kaisha (The Japan Mail Steamship Company). 

The next stage in the development of Japanese shipping was the 
extension of steamship services from Yokohama overseas — to Shang- 
hai, Chosen, and Vladivostok. The first transoceanic service was the 
Bombay Line established by the Nippon-Yusen -Kaisha in 1893. The 
war with China created such a great demand for shipping services 
for the transportation of munitions and troops that the government 
purchased foreign vessels aggregating 30,000 tons, while private 
concerns purchased 150,000 tons of foreign shipping. By these means 
the tonnage was more than doubled in two years, increasing from 
167,000 tons in 1894 to 363, OCX) in 1896. 
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The expansion of foreign commerce which accompanied the revival 
of world-wide prosperity following 1 896 was attended by a phenom- 
enal development of Japanese shipping. The Osaka-Shosen-Kaisha 
opened a service with the new island possession, Taiwan, and the 
Nippon-Yusen-Kaisha extended its lines to Europe, the United States, 
and Australia. Moreover, a new steamship company, the present 
NisshiivKisen-Kaisha, was formed to open regular service on the 
Yangtze River, a right which had been granted by China. 

During and following the Russo-Japanese War, 1904-05, the 
Japanese mercantile marine grew still more rapidly. Foreign steamers 
were again purchased for war purposes by both government and 
private interests, over 307,000 tons being thus acquired. After the war, 


Vessfls Regis perld in Japan Proper in Specified Years* 



20 99 'Ions 

100 Tons and Over 


lotal 

If 

1 ear 

Number 

Tonnage ' 

1 Number 

Tonnage 

Number 

Tonnage 

1894 

508 

17,126 

237 

152,288 

745 

169,414 

18% 

157 1 

8,801 

415 

354,422 

570 

363,225 

1903 

502 

21,800 

580 

635,469 

1,088 

657,269 

1905 

643 

29,531 

747 

903,209 

1,590 

932,740 

19n 

1 ,003 

4S,244 

1,069 

1,468,697 1 

2,072 

1,513,941 

1919 

1,191 


1,679 


2,870 


1928 

1,615 

67,270 

1,708 

3,686,641 

3,323 

1 3,753,011 

1929 

1,644 

68,877 

1,706 

3,733,451 

1 3,350 

3,802,328 


* Japanese Ciovernment, Bureau of Statistn s. Statistical Annual; and Japanese Depart- 
ment of Communications, Shipping Bureau, Annual Repot ti. 


the three principal shipping companies extended their existing services 
and established new routes. Thus new lines to North and South 
America, and to the Indies, were established and existing ones were 
extended, and regular liner services were put into operation between 
Japan and Kwantung, Chosen, and Karafuto. In 1911, the Nanyo- 
Yusen-Kaisha was organized and a regular line of ships between 
Japan and the South Seas was established j while in 1912 the Chosen- 
Yusen-Kaisha was organized to engage m the coastwide trade of 
Chosen. 

The World War enormously stimulated Japanese foreign trade 
and also the shipbuilding industry. The destruction of ships, coupled 
with the reduction of building operations in the shipyards of Europe, 
gave a greater impetus to Japanese shipbuilding than to any other 
industry. The post-war era, however, has been one of continuous 
depression. The growth of the Japanese shipping industry is indi- 
cated by the table on this page, which gives the number and tonnage 
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of vi5$sel8 registered iii Japan, including both those purchased abroad 
and those constructed in domestic shipyards. The years have been 
selected so as to reveal the periods of most rapid growth. Of the total 
tonnage of ships registered in Japan proper only 67 per cent have been 
built in domestic shipyards. 

The comparative tonnage of the leading shipping nations is shown 
by the diagram below. 

The ratio of the three leading nations is icx) for Great Britain to 
68 for the United States and 21 for Japan, which may be compared 

World Tonnage of Steam and Motor Vessels, June 30, 1929® 



with the naval ratio of 5-5-3. Japan’s effective tonnage position is 
somewhat overstated, in this comparison, however, by vnrtue of the 
fact that she has an unusual number of vessels more than 25 years 
of age, owing chiefly to the fact that the foreign vessels purchased 
during the various wars were typically the older boats. 

The bulk of Japanese foreign trade is now carried in Japanese 
bottoms. Before the Chino- Japanese War of 1894, Ja-panese vessels 
carried only 7 per cent of the nation’s exports and 8.7 per cent of 
the imports. Ten years later Japanese ships carried 40 per cent of 
the country’s exports and 34.4 per cent of the imports. By 1913 these 
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figures had risen to 51.9 and 46^6 per cent respectively. In 1918, 
when Japanese tonnage had beeh greatly extended and foreign 
shipping in consequence of the war was relatively restricted, Japanese 
vessels carried 88.7 per cent of the export^ and 87.1 per cent of the 
imports. In 1928, as much as 72 per cent of the exports and 63 per 
cent of the imports were carried in Japanese bottoms. Great Britain 
occupies a strong second position in the carriage of Japanese goods, 
and the United States ranks third.® 

For many years the control of Japanese shipping has been con- 
centrated in the hands of a very few companies. Two large companies, 
the Nippon- Yusen-Kaisha and the Osaka-Shosen-Kaisha, now domi- 
nate the industry. The third important company of recent years, the 
Nisshin-Kisen-Kaisha, in 1926 transferred its North and South Amer- 
ican lines with eight liners to the Nippon-Yusen-Kaisha and became 
a tramp steamship company. There are as many as 211 small com- 
panies devoted primarily to freight transportation. The principal 
Japanese shipping routes are to China, Sumatra, Australia, and the 
United States. 

Until well into the modern era the officers of the Japanese ships 
were foreigners. It was not until nautical education in Japan was 
well advanced that Japan could furnish captains, mates, and high 
class mariners. As early as 1875, the Mitsubishi Nautical School was 
established with a government subsidy of 15,000 yen a year. This 
school, which was later taken over by the government and is now 
known as the Tokyo Nautical College, and another college in Kobe, 
provide training in navigation and engineering for officers of the 
higher grade. The first public nautical school was established in 1879 
in Hakodate, and there are at present eleven such schools in the 
country. The training of common sailors is chiefly provided by the 
Seamen’s Relief Association, established in 1880. In 1929, there were 
71,762 men possessing certificates of competency as captains, mates, 
or engineers i and the foreigners included In this list numbered only 
132, only one of whom was a captain. The total number of seamen 
at the present time is about 265,CX)0. 

Owing to the extensive broken coast lines, Japan has an extraor- 
dinary number of ports. In Japan proper there are as many as 758 
trading ports, of which 38 are open to the ships of all countries. Most 
of them are found on the Pacific coast — Kobe and Yokohama being 

" Data were obtained from Japanese Department of Communications, Annual Reforts. 
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of dominant importance. The principal ports on the Japan Sea are 
Tsuruga, Niigata, and Fushiki, the first of which is connected with 
Vladivostok by a line of mail steamers. Chosen has eleven open ports j 
Taiwan has four ^ and there are two in the island of Karafuto. 

Japanese shipping has not developed without continuous aid from 
the government. In the early days, as we have seen, the government 
furnished many ships to private enterprises free of cost. The policy 
of granting operating subsidies began as early as the seventies, though 
it was not until the passage of the Navigation Encouragement Law 
of 1896 that a genera) shipping policy was promulgated. 

This law provided for a subsidy to ocean-going ships, payable ac- 
cording to speed, capacity, age, and the distance covered by their 
voyages. The ships eligible were iron or steel steamers with a capacity 
of over 1,000 tons, capable of covering not less than 10 knots per 
hour, built in Japan and owned by Japanese citizens, and not more 
than 15 years of age. This law was later revised to permit foreign- 
built ships, under certain conditions, to receive half the fixed rates 
of subsidy. 

In 1909, the Ocean Service Subvention I>aw, still in force, super- 
seded former legislation* Under this law, in order to be subsidized, 
ships must be owned by a company of which the partners or share- 
holders are all Japanese subjects, and which is engaged in the carrying 
trade on European, North and South American, or Australian routes, 
designated by the government. They must be steel steamships and 
motor ships, made in Japan, and not more than 15 years of agej and 
they must have a capacity of not less than 3,000 tons, and a speed of 
not less than 12 knots an hour. The subsidy shall not extend beyond 
five y'cars;*’ and, as under the preceding law, the amount varies accord- 
ing to the distance of the run, tonnage, speed, and age. These subsi- 
dized steamers must carry mail free of charge. The government 
may also grant subsidies to other ships than those engaged in the 
transoceanic trades designated by the government. The subsidies now 
paid by the government of Japan proper amount to some 6,CX)0,000 
yen annually, while those of the several colonial governments run 
to nearly 4,000,000 yen. (For further discussion of subsidies, see 
Chapter XVII.) 

Canal and river transportation in Japan has remained of negligible 
importance. The short and rapid streams render the development 

with the approval of the Imperial Diet. 
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of internal water transportation impracticable. On the other hand, the 
coastwise traffic is extremely large, regular boat lines plying between 
all of the principal coastal cities. 

The volume of coastwise traffic in the year 1928, for 178 ports in 
Japan proper, was as follows: Goods shipped, 46,989,756 tomsj ar- 
rivals of goods, 60,935,108 tons. The total traffic, 107,925,000 tons, 
slightly exceeds that on the railways, which amounted to 103,204,000 
tons. The comparison, however, favors the coastwise traffic by virtue 
of the fact that the trade with the colonics is included in the figures 
given. 

IV. PUBLIC ROADS 

The development of highways began during the Tokugawa era, 
a number of important roads being built with a view principally 
to military requirements. In 1873 ^ foreign engineer was employed 
to construct an experimental water-bound macadam road between 
Kyoto and the village of Otsu about eight miles distant. The first 
general regulation with reference to roads is found in a law of 1876, 
which adopted the classification of national, prefectural, town, and 
village roads and stipulated the width of the two former classes. 
Ten years later the character of the surface was officially prescribed. 
These regulations, however, were not very drastically enforced. The 
prevailing character of overland transportation prior to the Great 
War is indicated by the table given Ixilow."^ 



1882 

1897 

1911 

Horsf -drawn (arriages 

1,920 

4,089 

8,832 

llorse-diaun uiits 

2,621 

82,507 

171,989 

OK-carts 

3,639 

16,410 

3 5,261 

Ciroods wagons 

397,371 

1,222,471 

1,726,955 

Jinnkisha 

166,584 

200,690 

143,803 


From i88j to 1900, the annual public expenditures on roads 
amounted to 7, 000, OCX) yen, and from 1901 to 1916 to 21,000,000 
yen. A new era of development in public roads began with the pro- 
mulgation of the Highway Law in 1919, which established regulations 
as to width, gradient, curvature, and bridge construction for the 
various classes of roads. In 1920 the government authorized a loan 
of 282,800,000 yen to be spread over a 30-year period and to be used 
for the improvement of 4,880 miles of national roads, about 170 
miles of military roads, and 890 miles of prefectural roads, as well 

^Thc dita given in this section are fiom Japanese Department of Home Affairs* Public 
Works Bureau, Civd Engineering m Japan. 
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as for the improvement of streets In the six largest municipalities of 
the country. One-half the cost of the national and military roads 
and one-third the cost of the prefectural and municipal roads are 
defrayed from the national treasury. Under this law there was ex- 
pended in 1928 on national and prefectural roads the sum of 53,000,- 
000 yen. 

Despite the efforts that have been put forth, the road system of 
Japan is still primitive in character and inadequate for the nation^s 
requirements. The total mileage for the different classes of roads 
at the end of 1927 was as follows: 



Mileage 

National roads 

5,118 

Perfectural or provincial roads 

5 5,498 

vSenii-provincial roads 

2,170 

Municipal roads 

12,726 

I'own or village roads 

512,546 


Total . 588,058 

The importance of a systematic development, by new" methods of 
construction, of the public road system of Japan, and its correlation 
with other transportation agencies will be discussed in Chapter XXIII. 

V. AIR TRANSPORTATION 

A description of transportation facilities in these days w^ould not 
be complete without reference to aviation, Japan has various sight- 
seeing and regular passenger and mail air lines connecting the prin- 
cipal cities of the country. The regular (civilian) lines, in operation 
at the end of 1930, extended approximately x,868 miles. The main 
lines extend from Tokyo to Dairen, 1,290 miles, Osaka to Matsuyama, 
180 miles, Tokyo to Shimizu, 162 miles, Tokyo to Niigata, 236 
miles. Between Tokyo and Osaka there are twelve trips each way per 
week, and between Osaka and Dairen, on the Asiatic mainland, there 
are six round trips each week. Plans have been made for regular 
service between Osaka and Shanghai, via Fukuoka in Kyushu, a 
distance of 900 miles. 

The distance flown by civil planes in each year since 1921 is shown 
by the diagram on page 69. 

In October, 1930, there were 21 civil flying fields and sea-plane 
landings (including practicing fields), 121 civilian planes, 281 licensed 
pilots, 107 navigators, and 51 aircraft engineers. While the majority 
of the civilian flying fields are small and poorly equipped, larger 
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airports for international and other traffic are shortly to be competed 
at Tokyo, Osaka, and Fukuoka. A consolidation movement has been 
taking place in the aviation industry of Japan as in other countries* 
In 1928 the Nippon Air Transport Company was organized for 
the purpose of absorbing the more important of the older companies; 


Mules Flown Annually by Civilian Planks, 1921-29 



in October, 1930 it owned 47 out of a total of 121 civilian planes 
in the country. Since 1929 this company has received a subsidy from 
the government for an eleven-year period.*^ 

The Japanese people appear to be quite as air-minded as those 
of any other country, and a steady development of the aviation in- 
dustry is expected. 

** Hk* d itn fiom Japaruse l)cp irtnieat of Communkations, Bureau of Aeronautics, 
Manual on At'f onau/n ^ , and fiom busmens leports of the Nippon An Transport Company. 
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CHAPTER VI 
PUBLIC UTILITIES 

Under the category of public utilities we include gas and electric 
enterpriscsj the postal, telegraph, and telephone services, aU of 
which, in Japan, are conducted by the government j and the recently 
created radio industry. Since these utilities have been of comparatively 
recent origin the world over, Japan did not here lag behind the 
Occident as in the case of transportation and industrial development. 

I. GAS WORKS 

The use of gas began in Yokohama in 1872, and in Tokyo in 1874. 
The industry, however, remained unimportant until after 1897, when 
incandescent gas lamps began to be imported. The demand for gas 
increased rapidly thereafter, and by the outbreak of the World War 
there were as many as 84 gas enterprises in Japan, including the 
municipal works. 

The war caused a crisis in the gas industry of Japan as it did in 
the public utility enterprises of other countries. In return for franchise 
rights, gas companies had agreed with municipalities on certain sched- 
ules of rates, which could not be quickly modified when the costs of 
production advanced sharply as a result of the increase in wages and 
the prices of materials. Some 20 companies failed, and cither liqui- 
dated or were amalgamated with other companies. Thanks to an 
increase in earnings from coke, ammonium sulphate, coal tar, and 
other by-products, the rest managed to survive the war crisis. 

Since the war, owing chiefly to the declining; price and the more 
efficient utilization of coal, the condition of the gas companies has 
greatly improved. In 1929 there were, including municipal works, 
78 enterprises, having an aggregate invested capital of 318,797,501 
yen. The growth of the industry from the year 1914 to the end of 
March, 1929, is shown in the diagram on page 71, which indicates 
the output of gas and of the by-products, coke and coal tar. The pro- 
duction, it will be observed, has shown a steady increase throughout 
the post-war period. 

The use of gas for Illumination and power purposes is rapidly 
declining. The consumption is largely confined to the important cities, 
and is insignificant in comparison with the amount used in the United 
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States and in European countries. In 1914, there were 1,833,000 
installations for illumination j in 1919, 1,329, 000 j and in 1926, only 
609,000. The figures are now negligible and are combined with those 
for fuel. Power installations in 1914 amounted to 15,440 horse power j 
in 1919, to 17,413 j and in 1929, to only 6,162 horse power. Since 
gas cannot rival electricity for illuminating purposes or as motor 
power, it is only a question of time until practically all of the gas 
consumed will be used as fuel. 

II. EUECTWCAL ENTERPRISES 

The first electric light company in Japan was established in Tokyo 
in 1887, the current being generated by steam. The industry grew 
slowly for a decade or so, but enjoyed a genuine boom after the 
Russo-Japanese War. During this first period, consumption of electric 
power was confined to illuminating and traction purposes, the first 
electric trolley being installed in Kyoto in 1895. The industrial ex- 
pansion of the World War, however, created a great demand for 
electric current for industrial purposes. Throughout the post-war 
period both household and industrial consumptiofi has continued to 
expand rapidly. 

The use of electricity for illuminating purposes is now all but 
universal. Over 10,847,000 houses were supplied with electric light 
in 1928, the number of lights installed being over 33,909,000, or one 
light for every two persons. Between 1914 and 1928, the number 
of houses using electric light increased 300 per cent, and there was 
an increase of 384 per cent in the number of lights and 825 per cent 
in candle power. 

Household consumption, other than for the purposes of illumina- 
tion, is still negligible in amount. The slow growth in this direction 
is attributable chiefly to the fact that Japanese household methods are 
still traditional in character, and that household labor is abundant, 
usually involving no cash outlay. The operating economies are, there- 
fore, not so important, while the cOsSt of installing electric appliances 
is regarded as prohibitive. 

Electrical energy will doubtless largely supersede other motive 
power in the not distant future. The aggregate horse power of electric 
motors in use in 1928 was 679 per cent greater than in 1914. These 
motors are now widely used in such industries as dyeing and weaving; 
machine, chemical, and foodstuff manufactures; and mining and 
metallurgical works. As previously noted the electrification of tram- 
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ways has beeti developing rapidly and the electrification of railways 
is making steady headway. The electrical companies are now also can- 
vassing the possibilities of electrification for other than lighting pur- 
poses, particularly for threshing machines and irrigation works. The 
diagram below shows the growth of the electric power generating 
industry from 1909 through 1928 — ^both hydroelectric and steam and 
gas. 

The extraordinary increase in the consumption of electrical energy 

Installed Klecihic Power Plant Capacity in 
Japan Proper, i 909-28'' 



I ~] steam ano qas 

* See Table 1 5 , p- 424, for data. 


during the post-war period, and the projection of curves of growth 
forward for a decade or more resulted in an over-expansion of the 
industry. Since 1929 revision of development plans has been the order 
of the day. Moreover, numerous mergers have been effected with a 
view to increasing stability and efficiency. 

The growth of the electric power industry has been so rapid that 
special legislation was deemed necessary to facilitate the raising of 
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the necessary capital. A general commercial code of Japan provides 
that the debentures issued by joint stock companies shall not exceed 
the amount of paid-up capital. Because of the large amount of fixed 
capital required by the electric industry, the Electric Enterprise Law, 
passed in March, 1927, made an exception to this general rule and 
provided that electric companies might issue debentures up to double 
the paid-up capital under a license from the state if the proceeds were 


Capital Investment in Electric Industry, Japan Proper, 1909-28* 
(In thousandvS of yen) 


Period 

Paid-in Capital 

Borrowed Capital ' 

Total Capital 

Debenture.s 

Loans 

1909- 

1 3 (Average) 

243,499 

13,221 

1 

26,335 

283,055 

1914 


460,355 

35,705 

1 62,992 

559,052 

1915. 


488,587 

51,181 

1 56,375 

596,143 

1916 


513,839 

s54,251 

56,221 

624,311 

1917 


578,<)46 

58,700 

55,679 

693,325 

1918 


646,513 

55,962 ' 

77,424 

779,809 

1919. 


762,123 

72,799 

99,927 

934,849 

1920 


949,4()<> 

74,213 

119,564 

1,143,186 

1921. 


1,200,068 

121,026 

148,608 

1,469,702 

1922 


1,507,949 

187,177 

228,147 

1,923,273 

1923 


1,703,194 

290,592 

295,041 

2,288,827 

1924. 


2,012,204 

488,136 

272,190 

2,772,530 

1925 


2,218,649 

673,320 

397,558 

3,289,527 

1926. 


2,453,587 

1 765,815 

460,464 

3,679,866 

1927 


2,677,153 

1 888,505 

617,535 

4,183,193 

1928 


2,868,716 

1 1,286,761 

531,998 

4,687,475 


® Japanese Department of Communications, Summary of Electric Industry. 


used for expanding electrical equipment required by the public. The 
growth and the changes in the capital structure of the industry are 
shown in the table above. 

During the period of rapid expansion up to 1929, operating profits 
were large, running from 10 to 12 per cent annually on the paid-in 
capital. Although hydro-generation was introduced into the country 
many years after steam generation^ the former is now of much greater 
importance. The abnormal rise in the price of coal during the World 
War greatly stimulated hydroelectric enterprise, and the momentum 
thus obtained has not been lost. The trend of development in Japan 
is in marked contrast with that in the United States, where in recent 
years the low price of coal, coupled with a great increase in the effi- 
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dency of its utilization, has rendered steam power, on the whole, 
cheaper than hydroelectric power* 

In the actual output of hydroelectric energy and also in potential 
capacity Japan compares very favorably with other countries* The 
figures for developed and potential capacity, in thousands of horse 
power, for the principal producing countries in January, 1927, are as 
follows:^ 



Potential 

Developed 

United States 

35,000 

1 1,721 

Canada 

18,250 

4,5 56 

F ranee 

5,400 

2,000 

Japan 

4,500 

1,750 

Italy 

3,800 

2,300 

Germany 

2,000 

1,100 

Great Britain and IieLind 

8 50 

250 


It will be seen that Japan ranks a good lourth in potential water- 
power resources and fifth in the extent to which these resources have 
been utilized. About 61 per cent of Japan’s potential horse power 
remains to ht developed. 


III. COMMUNICATION SERVICES 

The development of the postal, telegraph, and telephone business 
and of the accessoiy services, parcel post and postal money orders, has 
from the beginning been carried out by the go\'ernment, rather than 
by private enterprise. These services are under the management of the 
Department of Communications, and the receipts and expenditures are 
handled as a part of the government’s general buciget. As we shall 
see in Chapter XI they yield substantial net revenues to the govern- 
ment. 

The postal service has shown a continuous growth, the number of 
offices increasing from 7,244 in the fiscal year 1913 14 to 9,393 in the 
fiscal year 1928-29. The number of pieces of mail handled during 
the same period has grown from 1,793,765,823 to 4,764,671,266 — 
which amounts to 75 pieces per capita annually. 



1913-11- 

1920 21 

1928-29 

Number of lelei^iaph ofRees 

4,80 5 

5,961 

7,2SO 

Miles of teleg^raph wires 

1 1 l,S76 

135,5 76 

200,691 

Win less tcleg^rams handled 

56,276 

236,719 

624,183 

Number of telephone offiees 

2,4 30 

4,47 5 

5,190 

Milos of telephone wires 

490,823 

867,164 

2,797,305 


^ W()ild Powet Conference, Potter Rt counts of tfn Wotld^ 
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The growth of the telegraph and telephone services for selected 
fiscal years since 19 13-14 is shown by the table on page 75.^ 

The increase in the number of miles of telephone wires during this 
period has been much greater than the increase in the length of tele- 
graph wires. The telephone service is, however, far from satisfactory j 
and serious proposals have recently been made for its transfer to pri- 
vate enterprise. 

Cables connect Japan with China, Siberia, Manila, Guam, and the 
colonies. The only foreign cables are an American line which is 
grounded at Bonin Island, and two Danish lines which are grounded 
at Nagasaki. The United States is usually reached via Guam, while 
Europe, Southern Asia, and Australia are reached via Shanghai. 

Radio broadcasting began in 1925 and has shown a steady growth, 
the number of receiving sets installed in 1928 being in excess of 
500,000. Stations have been established throughout Japan proper and 
the colonies. One is located in the most northern Kurile Island, one 
on the southern tip of Taiwan, and one on each of the leading man 
dated islands. Naval considerations have led to the development of a 
very complete radio net, and Japanese ships at any point in the western 
Pacific are In easy contact with Tokyo. 

* Japanese Department of Comn)unK itions, C ommunuattons S/afi\tikS 
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CHAPTER VII 

INDUSTRIAL DEVELOPMENT 


The Japanese people have long held a place of distinction in certain 
forms of industrial activity. Indeed, in the use of color and in designs, 
both delicate and elaborate in pattern, Japanese industrial art is unique 
— reflecting the character and the inspiration of the race. The de- 
served reputation of the country as a land of beauty and romance is 
perhaps attributable as much to the exquisite lacquer wares, ceramics, 
sculptures, and textile fabrics as to cherry blossoms, flower festivals, 
and the autumn colors of nature. 

Since nearly all of these industrial products were wrought by hand 
the industry of old Japan was almost exclusively confined to the home 
or to establishments of small scale. It was not until well into the 
Meiji era that large-scale machine industry came to play any significant 
part in the economic life of Japan. Indeed, it was not until after the 
Chino-Japanese War of 1894-95 that anything like the modern cap- 
italistic system of production began to be general^ and even today, as 
we shall sec, a large part of Japanese manufacture is still in the handi- 
craft stage, 

I. COMPARATIVE IMPORTANCE OF MAJOR GROUPS 
OF INDUSTRIAL ACTIVITIES 

Most of the important industries, such as iron and steel, spinning 
and weaving, paper making, shipbuilding^ hemp dressing, beer brew- 
ing, and flour milling, had their foundations laid in the era of expan- 
sion which followed the war with China. A second period of rapid 
expansion came after the Russo-Japanese War of 190405, when elec- 
tric enterprises received their first important stimulus. After the de- 
pression of 1908 development continued at a slow pace until the era 
of the World War. With the opening of the war in Europe, Japanese 
industries underwent enormous expansion. Not only did Russia and 
other allied countries look to Japan for ammunition and other war 
supplies, but oriental countries and the South Seas, cut off from Euro- 
pean sources of supply, turned now to Japan for a wide range of 
manufactured goods. Chemicals and dye-stuffs, and fixed nitrogen 
were among the new products developed during this period. 

In recent years development has been rapid in only a few industries. 
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{ 

See Table 1 8 , p 4-^? foi data. 

Since the drastic deflation of 1921, the only industries that have shown 
any considerable expansion are gas and electricity, printing, chemicals, 
metallurgy, and rayon. 

The relative importance of the various groups of manufacturing 
enterprise at selected intervals since 1909 is shown in the diagram 
above. It will be seen that textiles have continuously occupied the 
dominant position, accounting in 1914 for 45 per cent and in 1928 for 
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39 per cent of the total Metallurgical products and machinery and 
tools, taken together, rank second, with food and drink a close third. 
The chemical industry has made rapid strides and at the present time 
stands fourth. The miscellaneous group has also shown a marked 
increase. 

In terms of the number of workers employed, the relative impor- 
tance of the different groups of industries Is similar. The table below 
shows the number of factories and workers classified by industries 
for the year 1928. The textile industry is again far in the lead. Ma- 
chinery and tool factories employ relatively more labor in proportion 


Faciorifs and Workers in Japanesf Indusiries, 192H® 



Number 

Number of Workers 

Kind of Industry 

of 

— 

-- — 

- — 


Pac tones 

Male 

Ptmale 

Total 

TVxtilc 

19,476 

189, 6S4 

808, S82 

998,256 

Metallurgical 

4,092 

112,141 

9,S62 

121,703 

Machinery and tool 

4,551 

257,474 

15,183 

250,657 

Ceramics, glassware 

2,7«2 

SS,266 

12,982 

68,248 

Chemical 

2,719 

77,717 

42,435 

120,152 

Timbering and wood woikinp 

4,065 

51,190 

S,411 

.S6,631 

Printing and bookbinding 

2, SIS 

46, H4 

8,086 

54,220 

Pood stuffs and beverages 

10,476 

124,122 ! 

45,S29 i 

167,651 

(»as and eketrn if> 

44 S 

8,S7S 

69 ; 

8,642 

Others 

4,819 j 

46,605 

1 45,504 

90, lot) 

1 otal 

S5.948 

948,876 

i 987,373 

1,936,249 


“ Jdpancst Dtpartment of C'ommerco and Industry, Factory Statistic! Factories employ- 
ing less than hvt workers aie excluded, the tabh, however, includes 136,032 workers 
employed m government fat tones. 


to the value of output, while chemical and gas and electrical establish- 
ments afford relatively less employment. 

In order to gauge the extent of industrial expansion in Japan and 
the conditions which have promoted such expansion, it is necessary 
to consider the developments in particular lines of industry'. In the 
following pages, therefore, we set forth the essential facts with refer- 
ence to what has occurred in each of the important lines of industry 
— with the exception of gas and electricity, which were treated in the 
preceding chapter. In order to reveal the true growth of industries, 
we have used quantity figures wherever possible j elsewhere, in order 
to eliminate the effects of price fluctuations, value figures have been 
adjusted by selected series of wholesale prices/ In the diagrams on 
pages 86, 90, 91 and at the bottom of 88 and 98, however, it has been 

’ These senes are ehovm m Table 16, p. 425. 
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impossible to make such price adjustments because of the lack of 
appropriate price indexes. Here we have, therefore, confined the series 
to the period of relative price stability since 1921. 

II. TEXTILES 

The textile industries include a wide variety of operations such 
as silk reeling, spinning, weaving, throwing, dyeing, knitting, braid- 
ing, and cotton willowing. Silk reeling and the spinning and weaving 
of silk and cotton are, however, of primary importance, accounting 
in terms of value for approximately 95 per cent of the industry. The 
development of the more important phases of the industry is briefly 
outlined below. 

A. Silk 

/. Reeling* The reeling of silk, like sericulture, was m earlier 
times solely a household activity, constituting a subsidiary occupation 


Character and Volume of imf Sii k Reeling Industry, by Selfctid Years* 


'1 

Hand Process 

Machine Process 

Period i 

Number of 
Keeling 
Fstablish- 
ments or 
House- 
holds^ 

Busins 

Oper- 

ated 

Output 
(In thou 
sands of 
pounds) 

Number 

ofbjLi- 

tines 

Busins 
Oper- 
1 an d 

Output 
(In thou- 
sands of 
pounds) 

1909 IS (Average) ' 
1918 

1923 

1928 

330,631 

251,111 

199,937 

72,581 

^50,980 

262,262 

117,195 

7,726 

8,740 

7,632 

9,361 

5,107 

4,639 

3,748 

3,509 

275,760 

277,937 

318,540 

__ 1 

20,179 

39,171 

48,220 

78,139 


* Japanese Department of Agriculture and Forestry, Statistics of Silk and Suk, 

^ Includes dupion which is spun b> two worms 

of the farmers. Early in the Meiji era, however, the government es- 
tablished a model filature in order to encourage the development of 
reeling by machine process. In 1894 ^ silk exchange was organized 
at Yokohama, and in 1896 the first silk conditioning house was es- 
tablished. As a result of these developments, silk reeling was trans- 
formed in less than a generation from an essentially household to an 
essentially factory enterprise, with a consequent enormous expansion 
in production and in the growth of the export trade. The table on this 
page indicates the extent of the change from hand-reeling to reeling 
by motor-operated filatures that has occurred within the last two 
decades. 

It will be seen that the number of reeling establishments in 1928 
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was only about one'fifth'the number in 1909-13, and that since 1918 
the number of basins has decreased considerably. The output has, 
however, shown a moderate increase, which indicates that the average 
capacity of the basins has materially increased. The number of filatures 
has also declined, but the number of basins owned has increased 
considerably and the output has nearly quadrupled. In 1909-13 fila- 
tures accounted for 72 per cent of the total output of silk, while by 
1928 the amount had increased to 89 per cent. 

The development of the reeling industry as a whole from 1909 
through 1928 is shown by the diagram on this page, which is based 
on quantity data of output. 

Growth of Silk Reelinc. Industry, 1909-28* 



“See T.ible 17, p. 42^, for data. 


In 1929 as much as 84.5 per cent of the total raw silk produced in 
the country was exported, 96.7 per cent of which was destined for the 
United States. The tremendous importance of the silk industry to 
Japan is evident from the fact that the exports of raw silk, silk fabrics, 
waste silk, and floss silk combined represented, in value terms, about 
42 per cent of the total exports of the country in 1929. Japan’s pro- 
duction of silk, moreover, was equal in 1928 to 68.5 per cent of the 
total world production. 

2. Weaving- Silk weaving in Japan is carried on in part by house- 
hold hand looms and in part by factory processes. The fine silk fabrics 
of endless variety and pattern, for which Japan has for so long been 
famous, are not adapted to mass production, and are still produced 
by small-scale domestic enterprise. These silks are intended mainly 
for consumption in Japan. 

In recent years, there has been a growing foreign demand for 

Si 


habutaye, crSpe de chine, pongee, and Fuji silk, which are for the luost 
part of plain and simple pattern, suitable for large-scale factory pro- 
duction, Accordingly, a large number of weaving factories for the 
manufacture of these fabrics have sprung up in recent years. The 
larger cotton mills have also taken up silk weaving and are now turn- 
ing out large quantities of silk for export, particularly Fuji silk. Out 
of a total production of 548, 169, OCX) yen (including silk and cotton 
mixed fabrics) in 1928, exports amounted to 134,059,000 yen. The 
growth of the silk weaving industry is shown by the diagram on this 
page, based on adjusted value figures of output. 

Growth of Silk Weaving Industry, 1909-28'' 



5. Sp'mfiing. Silk spinning has remained in a comparatively back 
ward state despite the abundance of raw material, waste cocoons, and 
silk. In recent years, however, with the increase in the export of Fuji 
silk fabrics, there has been a rapid expansion in this industry, and 
several of the larger cotton mills have taken up the spinning of silk. 
The output in 1928 amounted to 60,047,000 yen. (For a discussion 
of rayon manufacture, see page 354.) 

B. Cotton 

The cotton industry is one of the oldest forms of Japanese indus- 
trial enterprise, having formerly been carried on in farm households 
from home-grown cotton. With the introduction of spinning machines 
early in the Meiji era, cotton manufacturing underwent a remarkable 
development, and has become the most important factory enterprise 
in the country. Raw cotton is now almost entirely imported and the 
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value of the exports of yams and cloth is surpassed only by raw silk 
and fabrics, 

j* Spmmg* The rapid growth of the industry began in T890. 
As in other lines, there was a great expansion during the World War. 
The post*war depression was, however, less protracted in cotton spin* 
ning than in most other lines and new records have been established 


Growth of the Co^rroN Spinning Industry, 1894-1929*' 



Avtnmes 



in recent years. The predominance of large-scale enterprise is evi- 
denced by the fact that 64 per cent of the 6,836,cx)o spindles are 
owned and operated by ten leading companies. The growth of the 
industry is indicated by the diagmm above, which gives the number 
of spindles and the output of yarns in thousands of bales. 

The raw cotton consumed by Japan is procured almost equally from 
the United States and India. Out of a total consumption in 1929 of 
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2,6o7,2t02 bales® 1,286,777 bales came from India, 1,131,120 bales 
from the United States, 143,885 bales from China, Egypt, and Africa 
combined, and 29,746 bales from Chosen — the only place in the Em- 
pire where cotton is produced. 

In number of spindles Japan stands only seventh among the na- 
tions of the world, but in the consumption of raw cotton she ranks as 
high as third. The explanation of the higher rank in the consumption 
of raw cotton is that Japanese mills work longer hours than those of 
other countries and also produce relatively more of the coarser yarns 
which require larger quantities of the raw cotton. Mills have been 
characteristically operated continuously, with two shifts of twelve 
hours each, including a recess of one hour. Beginning with July, 1929, 
however, the night shift has been abolished. 

The principal export markets for Japanese yarns are China and 
India, with smaller quantities going to the South Seas Islands and 
the South African countries. The exports have been adversely affected 
during the last few years because of the marked development of the 
spinning industry in some of these countries. It is significant to note 
in this connection that Japanese spinning companies have in recent 
years extended their operations Into China, and now operate mills in 
Shanghai and Tslngtau, The number of spindles in these mills is 
1,442,840, equal to over 22 per cent of the total number of spindles 
in Japan proper. There are also weaving looms in these Chinese mills 
to the number of 11,203. 

a. Until after the Chino Japanese War, all cotton 

fabrics were woven by farm women from coarse, irregular, hand-spun 
yarn. Since 1895 ^be development of the spinning industry, and par- 
ticularly the combination of spinning and weaving by leading mills, 
has quite revolutionized the process of weaving cotton fabrics. Cotton 
cloth of narrow width suitable only for home consumption has in large 
part been superseded by a broad cloth adapted for production and 
export on a large scale. While the manufacture of narrow cloth for 
home consumption still continues in the smaller factories of country 
towns, it represented in 1928 only 21 per cent of the total output. The 
growth of the cotton weaving Industry is shown in the diagram on 
page 85, based on adjusted values of output. 

Before the World War, the value of the exports of cotton yarns 
greatly exceeded the value of exported fabrics, the figures for 1912, 

^ Biles of 500 pound*! gross. 






j. Knitting {including cotton^ silk^ and wool ). Since the statistics 
for cotton, wool, and silk knitted goods arc grouped together under 
the knitting industry, they must be considered here as a unit. Cotton 
knit goods are, however, of much greater importance than other 
knit products, the output in 1928 having a value of 46,036,000 yen, 
as compared with 17,995,000 yen for wool and woolsey, and only 
881,000 yen for silk. The knitting of silk is confined to hose, gloves, 
and miscellaneous articles. 

The knitting industry showed a steady development in the years 
before the World War with a substantial expansion during the wa^; 
period. During the early post-war years the knitting industry of 
Japan was adversely affected by the resumption of operations in Euro- 
pean mills and by the establishment of knitting factories in China and 
other eastern countries. Production has shown very little change since 
1921. Of the total output of all classes of knit goods in 1928, under- 
wear accounted for about 60 per cent and hosiery for about 2 1 per 
cent. Approximately half the annual production is now exported. 

Since no appropriate price index exists with which to make value 
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adjustments, no attempt has been made to show the actual growth of 
the indtistry over a long period of years. The following diagram, 
however, shows the trend of output, in value terms, of the knitting 
industry during the period of comparatively stable prices from 1921 
through 1928. 


Trend of Cotton, Wool, and Silk. Knitting, 1921-28* 

7»r tW 



* S<*e labJe 22, p. 428, foi data 

C. Woolens 

Woolen fabrics are divided into two broad classes, heavy materials 
such as serges, and thin stuffs or mousseline-dedaine, the latter being 
widely used as a substitute for cotton or silk fabrics. Until recent years 
the manufacture of heavy woolen cloth developed slow^ly in Japan, 
notwithstanding the growing demand for woolen goods that has ac- 
companied the adoption of western fashions. Despite the imposition 
of increasingly heavy tariff duties, foreign competition has continued 
to be effective. The manufacture of mousselinc-de laine, on the other 
hand, was expanded very greatly during the World War, but the 
industry has been rather severely depressed in the post-war period. 

At the end of 1928 there were iii woolen spinning and weaving 
companies in Japan which operated 22,693 looms and had a total 
output valued at 220,419,000 yen, of which approximately 40 per 
cent consisted of mousseline-de-laine. The output of woolen cloths and 
serges amounted to 103,361,000 yenj while imports of these fabrics 
were valued at 30,343,000 yen. 





Growth or the Woolen Fabric Industry, 1909-28* 



* .StT Table 2^, p 429, for data 


The growth of the woolen fabric industry is shown by the diagram 
on this page, based on adjusted value figures of output. 

D. Hemp 

The numerous products made from hemp, jute, ramie, and flax 
include hemp cloth, mosquito netting, canvas, duck, napkins, linen, 
hose, Hessian cloth, and gunny cloth. It was not until the Great War 
that this industry became of any importance, chiefly because the pro- 
duction of raw materials was negligible in quantity. But with the de- 
velopment of the production of flax in recent years the industry has 
shown a substantial growth, and supplies practically all of the do- 
mestic requirements. 

The manufacture of narrow-width hemp cloths and mosquito net- 
ting is still tarried on as a household enterprise, but the other prod- 
ucts are made in factories. The number of workers employed in hemp 
mills in 1928 was 7,751. The output of hemp yarns in 1928 was 
valued at 17,599,000 yen, and of hemp fabrics at 18,740,000 yen. 

Iir. METALLURGICAL INDUSTRY 

/. Iron and stecL The development of the iron and steel indus- 
try did not begin in Japan until after 1900. Although an iron foundry 
was established by the government at Yawata in 1896, actual opera- 
tions were not begun until 1901. The growth of shipbuilding and 
machine-making industries after the Russo-Japanese War stimulated 
the establishment of iron works as private enterprises, but for a num- 
ber of years the plants were relatively small and inefficient. During 
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Pro Iron and Steel Production, 1912-28“ 



“ Sn' Table 24^ p. 429, for data. 


the World War the prevailing conditif)ns and government encourage- 
ment in the form of tax exemptions and subsidies Jed to a substantial 
expansion of the industry under private initiative. The diagram above 
shows the growth of the iron and steel Industry year by year from 
1912 through 1928. 

After the World War, the depression in the munitions and ship- 
building industries adversely affected iron and steel production, but 
this loss was more than offset as a result of the expansion in the manu- 
facture of railway equipment and the growth of the electric machine 
industry. As the diagram shows, production of both iron and steel 
has expanded very considerably since 1920. Notwithstanding this 
growth of the iron and steel industry, Japan still imports a substan- 
tial part of her total requirements. For further discussion of iron and 
steel potentialities, sec Chapter XXIV. 

Production of Casungs and Metallic Wares, 1921-28'^ 



“Sec Tabic 2*;, p. 430, for data. 
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2, Cmtin^s amd metallic wares. The manufacture of castings and 
other metal products was a natural accompaniment of the growth of 
the metallurgical industry. Beginning shortly after the Russo-Japa- 
nese War, the production of these wares remained of negligible im- 
portance until the period of the World War, the value of the output 
in 1914 amounting to approximately 30,000,000 yen, of which about 
10,000,000 yen is assigned to castings and a little over 20,000,000 
yen to metallic wares. No figures of production arc available for the 
war years, but it is known that the output expanded steadily. The 
diagram on page 88, based on unadjusted value figures, shows the 
growth of the industry from 1921 to 1928 inclusive. 

IV. MACHINERY AND MACHINE EQUIPMENT 

Under this general heading is included a wide variety of products 
made from iron and steel. For convenience, they are classified into five 
groups: (i) motors, boilers, and pumps j (2) electrical machines and 
accessories j (3) agricultural and construction machines and toolsj (4) 
manufacturing appliances and tools j and (5) instruments of precision. 
Included under the first classification are steam boilers, gas producers, 
steam turbine and internal combustion engines, water turbines, cranes, 
transporters, pumps, and air-compressors. The second group com- 
prises dynamos, transformers, electric instruments, batteries and bulbs, 
telegraph and signal machine instruments, and insulated wire. The 
third group is composed of agricultural implements and trenching 
tools j civil engineering and building machines; and mining, ore 
dressing, and refining machines and tools. The fourth class consists 
of appliances and tools used in the textile, metal working, wood 
working, ceramic, paper manufacturing, chemical, food, and book 
industries, and ^‘artisans cuttenes,’’ printing type, and miscellaneous 
tools and instruments. The fifth group includes weighing machines, 
gauges, meters, watches, and clocks. 

Annual data for pre-war and war years are not available, but it is 
known that there was a rapid increase of production after 1909, and 
that expansion continued during the war era. We present in the dia- 
gram on page 90, based on unadjusted value figures, the growth of 
production for the period of comparatively stable prices from 1921 to 
1928 inclusive. 

All of these Industries received a considerable impetus during the 
Great War, and practically all suffered recession in the early years of 
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the post-war period. As a result of the expansion of the electrical in- 
dustry, however, the production of electrical equipment has shown a 
great increase. Production of the various instruments of precision has 
also shown a substantial increase throughout the post-war period. 


Growth of Machinery Industry, iqai-aJ 
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Japanese production in most of these Jines is, however, far front 
sufficient to meet the total requirements of the country. 

Agricultural and civil engineering machines and tools arc largely 
supplied by home production, the heavy transportation costs being a 
bar to imports. Most of the cranes used, however, are imported from 
abroad, and a substantial part of the pumps, air-compressors, dynamos, 
and textile and paper manufacturing machinery is imported. 


V. SHIPS AND ROLLING STOCK 

The development of transportation industries, including railways, 
tramways, and ocean shipping lines, has already been discussed in 
Chapter V. The expansion of these industries was naturally accom- 
panied by an extensive development in the manufacture of ships, roll- 


Ships Launched, 1909-28“ 
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ing stock, equipment, and accessories. The automobile industry, with 
its accompanying accessory trades, is, however, still in the incipient 
stage of development. 

/. Shifbuilding. As pointed out in Chapter V, the development of 
Japanese shipping and shipping lines began in the seventies and 
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eighties, expanded rapidly after the wars with China and Russia re- 
spectively, and underwent a phenomenal development during the 
course of the World War. The diagram on page 91 indicates the 
growth in tonnage production of steamships and sailing boats from 
1909 to 1928 inclusive. 

The volume of shipping produced annually increased nearly twelve- 
fold during the w^ar period. But in the seven years from 1922 to 1928 
inclusive the total tonnage of ships produced w'^as less than in either 
of the single years 1918 or 1919. Some of the dock yards, in order 
to continue operations, have turned to the manufacture of bridge 
girders, rolling stock, and other types of machinery. 

2. Rolling stock. The development of this industry dates from 
the nationalization of the railways in 1906. With a view to promoting 
the manufacture of rolling stock, the government always gave prcfer- 


Production of Rolling Stock, 1921-28*' 
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ence to domestic factories in the placing of orders. The industry has 
gradually developed to a point where, with the exception of ac- 
cessories (chiefly wheels, axles, and springs), it can meet all of Japan’s 
requirements. The electrification of the railways which is proceeding 
steadily has also led some factories to turn to the manufacture of 
electric locomotives. 

The output of rolling stock was unimportant prior to 1915. Pro- 
duction expanded very rapidly during the war years; though the 
manufacture of electric trolley cars was insignificant until after 1922. 


The growth of the industry from 1921 through 1928 is shown in the 
diagram on page 92, based on unadjusted value data. 

The development of the automobile industry has been very tardy in 
Japan, and the number of cars annually produced is still negligible. 
The number and the value of automobiles and motor-cycles produced 
annually during the period 1921-28 are shown in the table below. 
The low value figures indicate that much the greater number of ve- 
hicles must have been motor-cycles and inexpensive types of cars. 

Automobiles were imported into Japan in 1929 to the number of 
5,018 and to the value of 9,545,000 yen. The value of acceSsSorics 


Production oi Automotive Industry, 1921-28*^ 


Year 

Number of Vehicles 

Value 

(In thousands of yen) 

1921 


2,610 

1922 


3,628 

1923 

305 

952 

1924. .. 

771 

982 

1925 

4,092 

7,436 

1926 

32, 665^^ 

18,724 

1927 

10,789 

24,806 

1928 . ... 

23,347 

42,599 


“ Japanese Department of Commerce and Industry, Factory Statistics. 

^ d'he large number in this year is attributed to an unusually large output of motor- 
cycles. 


imported was double the value of the imported cars, indicating that 
parts arc being imported for assembly in Japan. The number of auto- 
mobiles registered in Japan in March, 1929 was only 40,063, or one 
to every 1,551 inhabitants, while the number of trucks was 20,470* 
The ratios of passenger cars to inhabitants for other selected countries 
are as follows: United States, i to 5j Great Britain, 1 to 44 j France, 
I to 46; and Germany, 1 to 139, 

VI. CERAMICS AND GLASSWARE 

Among the ceramic industries, porcelain and earthenware, glass- 
ware, and Portland cement have had an extensive development. 
Bricks, tiles, and lime are of negligible importance. 

I , Porcelain a?td ea^'thefruoare. Since the earliest times Japan has 
been noted for porcelain and earthenware products of varied types, 
which were differentiated by the names of the places where they 
were manufactured. Since the introduction of western methods of 
manufacture, various sorts of wares, modelled after European fash- 
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ians, have been turned out as specialty products. The industry under- 
went a marked expansion during the war and steady development 
has continued in the post-war period. The diagram below, based on 
adjusted value figures, shows the trend of production of porcelain and 
earthenware products. Exports have shown a remarkable develop- 
ment since pre-war days^ now equalling approximately 45 per cent of 
the totaj output. In 1929 this class of goods ranked fourth among 


Growth of Ceramic and Glassware Industry, 1909-28’^ 




Japanese exports, the principal markets being the United States, the 
Dutch East Indies, and British India. 

2. Glass. Glass articles have been produced in Japan for more 
than i,5CK) years. It was, however, not until 1873 that a modern glass 
factory was established. The growth of the Industry was comparatively 
slow until after 1907, the chief products being bottles, tableware, 
lamps, and lamp-chimneys. During the World War the industry 
showed a remarkable expansion, and it has continued to grow In the 
post-war era. Particularly noteworthy has been the growth of plate- 
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gkas production from 349,000 yen — 1909-13 average — to 15,145,000 
yen in 1928, which was sufficient to supply about three-fourths of the 
domestic requirements. The trend of production of glass products is 
shown in the diagram on page 94, based on adjusted value figures. 

5. Portland cement. Japan has an abundant supply of clay and 
limestone, which are the essential materials for cement manufacturing. 
To promote the development of the industry, the government in 1871 
established in Tokyo a cement factory which was transferred to pri- 
vate enterprise in 1883. The industry developed sufficiently in the 
early eighties and nineties to meet all domestic needs. In the expan- 

Production of Portland Cement, 1909-29*^ 



sion period after the Russo-Japanese War, Japanese cement found 
its way into Chinese markets. An enormous expansion occurred during 
the World War to meet the requirements of construction work in 
hydroelectric enterprises. The industry was again accelerated in the 
post-war period by the reconstruction requirements occasioned by the 
earthquake of 1923. The trend of production is indicated by the dia- 
gram on this page, showing quant’ty output. Exports have steadily ex- 
panded and are equal to about 10 per cent of the total jirod action. 

VII. CHEMICALS 

Included under this general classification arc drugs and medicines j 
dye-stuffs, paints, and colors j soap and cosmetics j matches, powder, 
and other explosives j oils and fatsj rubbery celluloid j paper and 
pulp; rayon, and artificial fertilizer. This industry owes its develop- 
ment largely to the exigencies of the World War. While the paper, 
rubber, and celluloid industries had existed for a good many years, the 
output was enormously stimulated by the war, while such products as 
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Factories and Workers in the Chemical Industry, 1928* 


Classification of Products 

Number 

of 

Factories’^ 

Number of Workers 

Male 

Female 

Total 

Drugs and medicine 

448 

10,474 

4,594 

15,068 

Dye-s tuffs, paint, and colors . 

196 

3,128 

701 

3,829 

Soap and cosmetics 

184 

2,484 

2,836 

5,320 

Matches, powder, and other explosives 

132 

4,522 

6,687 

11,209 

Oils and fat 

287 

5,252 

1,025 

6,277 

Rubber 

548 

11,344 

9,730 

21 ,074 

Celluloid 

115 

3,218 

1,616 

4,834 

Artificial silk 

10 

6,039 

4,836 

10,875 

Paper 

491 

19,587 

8,843 

28,430 

Artificial fertilizer 

' 94 

7,551 

323 

7,874 

Other chemical products 

244 

4,118 

1,244 

5,362 

Total 

2,749 

77,717 

42,435 

120,152 


“ Japanese Department of Commerce and Industry, Factory Statistics, 

^ Factories employing less than five workers are excluded; government factories are 
included. 


dye-stufFs and electro<hemicals had never been produced in Japan 
prior to this time. The relative importance of the various divisions of 
the industry in 1928, as measured by the number of factories and 
workers, is ijidicated by the table above. 

7, Paper nianuja-cturing, Japanese paper is classified into two 
main divisions: ( i) that produced by old-timc Japanese methods, and 
(2) that made by occidental methods. Pure Japanese paper is pro- 
duced largely for special purposes and the output is comparatively sta- 
tionary at around 50,000,000 yen a year. The use of machines for 
paper manufacture began in the seventies and the output has increased 
with extraordijiary rapidity, the consumption expanding from 10 to 
15 per cent annually. Since the World War, Japanese products have 
found their way into China and other eastern countries. While im- 
ports of foreign-made paper still continue, they no longer exceed the 
exports. The trend of production is shown by the diagram on page 
97. It is of interest to know that notwithstanding the remarkable 
growth of this industry the per capita consumption of paper in Japan 
is only 20,2 pounds, as compared with 175 pounds in the United 
States. 

2, Pulp, The first machinery for making wood pulp was installed 
in a Japanese mill in 1889, and within a short time rags and straw 
were gradually replaced by wood pulp as material for paper. The 
insufficient supply of wood in Japan proper has necessitated the ex- 

^ Exclusive of pure Japanese paper. 
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1914 1916 1918 t920 1922 1924 1926 1926 


^ See Table p 43^, ioi data. 


5. Matches, The manufacture of matches was begun in the early 
years of the Meiji era and by 1880 foreign matches had disappeared 
from the market and some Japanese matches were exported to China. 
During the World War Japanese matches were exported even to 
Russia and America, but in the post-war period both the production 
and the exports have declined, owing to the extensive development 
of the match industry in China and to the competition of the great 
Swedish match combination. The International Match Company has, 
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in fact, obtained the controlling interest in some of the leading Japa- 
nese match companies, combining them under the name of the Daido 
Match Company. The trend of production is shown in the diagram 
below, based on adjusted value data. 

Production of Matches, 1909-28’' 


• See Table 32, p 433, for data 

4, Rubber, The development of the rubber industry began in the 
years following the Chino Japanese War. Expansion was compara- 
tively slow until the World War, when there began a remarkable 
growth which has continued even through the post-war period. In 
1928 there were approximately 548 rubber factories employing over 
21,000 workmen. The most notable increase has been in the pro- 

Produciton of Rubber Goods, iqai-iS" 


“Set Fablt 3 p 434, for dttt 

duction of rubber boots and rubber tires. Production data are scanty 
until the post-war era. The output was valued at 6,173,499 yen in 
1914, after which we have no figures until 1919, when the value 
reached 32,422,000 yen. The increase in production from 1921 
through 1928 in value terms is shown by the diagram on this page, 
b^sed on unadjusted data. 
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has been able to procure her rubber materials at relatively 
low prices because o£ the nearness to the Straits Settlements and India, 
from which the imports of crude rubber chiefly come. Tires, toys, and 
rubber articles are exported to China, the Straits Settlements, and 
the Dutch East Indies, but the growth is not rapid. The value of the 
total exports is only about 13 per cent of the total production. 

5, Rayon, The manufacture of rayon or artificial silk was first 
undertaken in Japan in 1913, but it was not until some years after the 
war that the industry was placed on a paying basis. At the end of 
1929 there were ten companies engaged in the manufacture of rayon, 
having aggregate capital resources of approximately 87 , 36 o,(X )0 yen, 
and another 10,000,000 yen company had been organized. 

Production increased rapidly after 1926, and exports now ma 
terially exceed imports. While Japan has an enormous forest area, she 
has nevertheless scanty supplies of the right kind of wood pulp for 
the manufacture of rayon, and in consequence nearly all of the pulp 
used is imported. The expansion of the industry in the last few years, 
however, indicates that the necessity of importing wood pulp is not a 
serious handicap. 

6, Ar/ificid fertilhen. The intensive agriculture of Japan has 
necessitated the use of large amounts of fertilizers. The annual value 
of the fertilizers used is estimated at more than 621,000,000 yen, of 
which about one-half is supplied on the farms. Domestic production of 
commercial fertilizers now slightly exceeds the imports. 

Scan cakes, the oldest form of fertilizer used in Japan, are mainly 
imported from Manchuria. At the present time, however, Japan 
produces at home a little over 20 per cent of the bean cakes consumed. 

The production of superphosphate of lime was started in 1888, but 
it did not prosper until the Chino-Japanese War, when the curtailment 
of the import of bean cakes from Manchuria forced a resort to super- 
phosphate as a substitute. The phosphate ore had to be imported 
mainly from Florida, Cossicr, and the Christmas Islands. A similar 
impetus was given to superphosphate production when the Russo- 
Japanese War again interfered with imports of bean cakes. Many of 
the sulphuric acid factories w^hich came into existence after that war 
also took up the manufacture of superphosphate. The output was 
greatly increased during the war period and has continued to expand 
in recent years, so that Japan now supplies not only all her own needs 
but exports considerable quantities as well, 
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the real expansion did not come until after the war, /Vdvanced proc- 
esses of manufacturing have Ix^en adopteti, old factories have been 
enlarged, and new ones opened. Iron foundries also manufacture am- 
monium sulphate as a by-product. Of the total consumption, however, 
more than half is still imported. The diagram on this page, based 
on quantity data, shows the growth of the fertilizer industry. 
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Vin. FOODSTUFFS AND BEVERAGES 
In Japan, as in other countries, the manufacture of foodstuffs and 
beverages is one of the most important industries. It stands next to the 
textile group in total value, with alcoholic liquors accounting for 
nearly one-third of the total. 

/. Flour milling. Since rice, which is not milled, is the staple 
food of the people, the flour milling business in Japan is compara- 
tively unimportant. Until quite recently wheat flour was made at 
water mills on a very small scale, the bulk of the requirements being 

Growth of the Flour Milling Inimtstry, 1909-29*^ 
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supplied from imported flours. While some expansion was stimulated 
after the Russo-Japanese War by the levying of duties on imported 
flour, it was not until the World War that any material growth of 
the industry occurred. At that time many modern flour mills were 
established and the production has continued to expand in the post- 
war years. Considerable quantities of flour are now also exported, the 
markets extending from China to the South Seas. So substantial has 
been the growth of the flour milling business that home production 
of wheat is insufficient, from 1 5,000,000 to 26,000,000 bushels of 
foreign wheat being imported annually. The growth of the flour 
milling industry is indicated by the diagram on this page, based on 
quantity data. 

2. Sugar refining. It was not until 1895 Japan undertook the 
manufacture of refined sugar. In that year a sugar company was es- 
tablished which Imported from Java the raw sugar required. After 
the annexation of Taiwan, a portion of the supply was procured from 
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that source, but inasmuch as Java sugar was better in quality, cheaper 
in price, and more certain in supply, for about 15 years the imparts 
from Taiwan were small in quantity. The integration of sugar com- 
panies in 1911, whereby both the production of raw sugar and the 
refining process were carried out by the same management, however, 
resulted in giving to sugar produced in Taiwan a priority in Japanese 
markets. From that time on, the Imports of Taiwan sugar increased 
rapidly, whereas the imports of foreign sugar remained practically 
stationary. The growth of the sugar manufacturing industry since pre- 

Grow FH OF Sugar Manufacturing, 1909-29*' 



war days is shown by the diagram above, based on quantity figures. 

The per capita consumption of sugar in Japan has been steadily 
increasing, standing at 30 pounds in 1928 as compared with about 
half that amount ten years earlier. This consumption figure does not, 
however, compare favorably with that of other countries for the same 
year; for example, 112 pounds in the United States, lOi pounds in 
the United Kingdom, and 56 pounds in Germany. 

j. Beverages. Sake, the most widely used beverage in Japan, is 
made out of rice by an old traditional process which has undergone 
no change in recent times.^ There are 10,654 breweries scattered 
throughout the country. The output steadily increased until about 
1920, when a moderate decline in consumption began, indicating 
that domestic taste is shifting gradually in favor of beer. Exports 
have declined by about 50 per cent in recent years, owing chiefly to 
prohibition in the United States and Hawaii. 

* Tlie g^ovt-rnment Cho-mital Bureau has, however, (juitt recently succteded )n creating 
artifitiil sake by cliemical process. 
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Japan had become an exporter of beer to China, Beer consumption 
again increased during the World War and it continued to expand 
throughout the post-war period. The diagram on this page, based 
on quantity figures, shows the growth of the alcoholic beverage 
manufacturing industries. 
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IX. THE PERSISTENCE OF HANDICRAFT INDUSTRY 
Notwithstanding the growth of capitalistic enterprise and the 
economic expansion of the past 30 years^ Japanese industrial establish- 
ments remain on the whole extremely small in size as measured by 
occidental standards. Indeed, it may fairly be said that small-scale 
industry is still the rule in Japan, the average paid-up capital of 
14,266 industrial companies operating in 1928 being only 342,539 
yen. There are, however, in contrast, a few corporations of great size, 
whose operations are of a most varied and integrated character. (See 
page 106.) 

The very small size of the typical factory is most clearly indicated 
by the following table which shows for the end of 1928 the number 
of factories employing a given number of workers.'^ More than 50 
per cent of the 55,948 factories listed employ from five to nine work- 
men, and only about 0.5 per cent employ as many as 1 ,000 workers. 


Number of Workers Employed 
S to 10 
1 0 to 15 
1 5 to 30 
30 to 50 
50 to 100 
JOO to 500 
500 to 1,000 
1,000 and over 


NunilK'r of Fattorie*! 
20, 116 
7,824 
0,339 
3,999 
2,850 
2,283 
314 
223 


The persistence of a relatively small-scale, quasi-handicraft system 
of industry profoundly affects economic and social organization. It 
gives rise to difficult problems in connection with the extension of 
credit, it tends to promote inefficiency in operation, and it works against 
the rationalization of economic activities. On the other hand, it pro- 
foundly affects modes of living and social conditions; and, as we shall 
see in Chapter XIX, it has a vital bearing upon the problem of in 
dustrial relations. 


* Governtnent factories are included. 
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CHAPTER VIII 

DOMESTIC TRADE ORGANIZATION 

In the evolution of modern Japan, the development of industry and 
the growth of transportation facilities were accompanied by a great 
expansion of both domestic and foreign commerce. During the 
Tokugawa era, trade with foreign countries — except in a limited way 
with China and Holland — was interdicted, and internal trade was 
aJso severely restricted, being regarded by the feudal nobility as a 
calling unworthy of a dignified people. In the present chapter, we 
shall give a brief account of the growth of internal trade arid of the 
development of the commercial agencies and devices which are neces- 
sary to the conduct of commerce on an extensive scale, 

I. THE IMPORTANCE OF TRADE 

Next to agriculture, trade is by far the most important single eco- 
nomic activity in Japan, whether measured by capital employed or by 
the number of people engaged therein. Since pre-war days there has 
been a remarkable growth in the number and capital resources of 
trading companies. In 1913 there were 8,813 commercial companies 
representing paid in capital to the amount of 931,215,000 yen. Of 
these companies 3,750, with an aggregate paid-in capital of 
148,273,000 yen, were engaged exclusively in trading. By 1928 these 
figures had Increased to 21,427 and 5,667,444,000 yen for all com- 
mercial companies and to 13,860 and 1,536,629,000 yen for those 
engaged only in trading.^ In addition to these companies there were 
in 1928 as many as 548,760 individuals engaged in trading operations 
(with net profits in excess of 400 yen). These commercial companies 
comprise 51 per cent of all the companies in Japan and their capital 
represents 43 per cent of the entire paid-up capital of all corporations, 
exclusive of government entet”prises. The diagram on page 106 shows 
the relative importance of the principal classes of Japanese companies 
as measured by capital resources. 

A striking feature of the commercial organization of Japan is the 
degree of trade concentration in the hands of a few great companies. 

^ The figures foi 1913 ate from J tpanese Government, StaUf/tc^ of Deparfment of Agn* 
culture and Cofmnercc^ and those for 1928 are from Japanese Department of Commerce and 
Industry, Corporation StaUstics. 



Some of these concerns originated as family enterprises as far back 
as the sixteenth and seventeenth centuries, and they have played a 
role of profound importance in connection with the economic evolution 
of the country. Their operations have come to extend to nearly every 
field where capital may find a profit— raw material and fuel produc- 
tion, transportation and manufacture, banking and insurance, wai-e* 
housing, wholesaling, and retailing. In the extent to which both 
vertical and horizontal integration has been carried out, these Japa- 

Capitalization of Business Groups, Japan Proper, 1928" 
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nese enterprises are without parallels elsewhere in the world. The 
Mitsui Company, for example, is not inaccurately described as a “com- 
mercial empire.” In view of their long history and the sweep of their 
present influence, it is not surprising that the leaders of these family 
enterprises enjoy a dignity and prestige that places them in intimate 
relations with the highest officials of state. Something of the feudal 
spirit still lurks beneath the modern form of these great capitalistic 
organizations. 

II. TRADE ORGANIZATION 

The Internal trade of the country consists chiefly of the exchange of 
rice, barley, vegetables, and other foodstuffs; cocoons and other raw" 
materials for industries; cotton yarn; textile fabrics; machines; tools; 
fertilizers; and imported goods. The movement of agricultural crops 
is seasonal in character, giving rise to marketing, storage, financing, 
and price problems similar to those which prevail in the United States. 
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In teactile manufacture there are also two distinct marketing seasons, 
following the manufacture of winter fabrics in September and Octo- 
ber, and the making of summer apparel in February and March. 

The organization of trade in Japan is similar to that which was ail 
but universal in the United States until comparatively recent years. 
In nearly all lines of business, goods are marketed through a series of 
middlemen. While the number of middlemen differs in various lines, 
the wholesaler is found almost universally. 

Distribution is carried out through a number of large centers, of 
which the most important are Yokohama, Tokyo, Osaka, and Kobe, 
in connection with export and import business, and Osaka and Tokyo 
in connection with internal trade. Osaka, that is, greater Osaka, a city 
of about 2,500,000 inhabitants and the geographical center of the 
Empire, is located at the head of the Inland Sea. Its sphere of com- 
mercial activities includes the central and southwestern pait of Japan, 
extending also to Taiwan, Chosen, China, India, and the East Indian 
Islands. Tokyo, with a population of 2,294,600,^ is the distributing 
center for eastern and northern Japan. A few illustrations will serve to 
indicate the character of the trade organization that has been de- 
veloped. Rice, which IS pi oduced in all parts of the country, is first 
purchased by loiya^ or wholesale dealers, resident in local markets, 
though sometimes a local middleman intervenes between ^oiya and 
producers. Large taiya^ located in the consuming centers, then pur- 
chase the commodity from the local roiya, and distribute the rice 
through secondary wholesale dealers in various parts of the country 
who supply local dealers. Imported rice is purchased from foreign 
traders by the large /olya. 

Raw silk, produced almost everywhere in the country but in largest 
quantities in the drier upland regions, is transferred to exporters 
mainly by commission merchants at Yokohama or Kobe. These com- 
mission merchants also finance the purchase of cocoons by silk reelers 
in consideration of the consignment to them of the reelers’ product. 
Raw silk for home consumption is, however, usually sold by the reel- 
ers directly to the wholesalers in the weaving centers or through local 
brokers or dealers. Silk fabrics for export pass from the hands of local 
brokers and local wholesale dealers to commission merchants or ex- 
porters in Yokohama or Kobe. Silk fabrics destined for home con- 
sumption similarly pass through the hands of brokers and wholesale 

®The .irea which mijjht be incorporited as “greater Tokyo” has a population of almost 
5,000,000. 
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dealers en route to retail shops and department stores in the consum- 
ing centers. 

Since all of the raw cotton is Imported, Japanese cotton merchants 
maintain branches or agents located in India and the United States. 
These cotton merchants not only sell to cotton mills in Japan, but in 
recent years have extended their activities to other countries. 

Spinning and weaving centers are found throughout Japan, but 
the center of the cotton industry is in Osaka, with Tokyo a lesser 
center. In general, toiya in the large distributing centers buy up the 
product through the commission men and dealers in the weaving 
districts, and sell it to local department stores or wholesale dealers 
in the provincial towns. Cotton merchants who import raw cotton 
also export cotton goods through their offices in Osaka and their 
branches in distributing centers in India, China, and other places. 

The excessive number of small retail establishments is an important 
source of economic waste. This condition appears to be a characteristic 
of densely populated countries. In Japan it is explained in part by 
the prevalence of small-scale industrial enterprises and the survival 
of old methods of doing business. In any event, there were in 1929 
in the city of Tokyo as many as 53,091 retailers handling the neces- 
sities of life, or one retail shop for every 9.5 houses and for every 43 
inhabitants. In consequence of the small turnover, the profit margin on 
each unit of goods has to be relatively large if the retailer is to eke 
out an existence for himself and his family. In fact the living obtained 
by the majority is extremely meagre and the situation has been grow- 
ing worse in recent years. Another factor leading to high cost of dis- 
tribution is the aversion of housewives to shopping — a survival of old 
attitudes and customs. The result is that retailers not infrequently 
solicit orders as well as deliver the goods. 

In recent years there has been a strong movement for the elimina- 
tion of middlemen and the reduction of the cost of goods to con- 
sumers. For example, there has been a rapid growth of department 
stores in Tokyo, Osaka, and other large cities, the business of which 
is encroaching upon that of petty retail dealers. Consumers’ co-opera- 
tive associations have also been developing rapidly in recent years. 
Mail-order and other direct-selling practices have, however, not as 
yet developed, nor has the chain store made its appearance. There 
are two so-called chain store systems, one in the candy business and 
one in drugs. The stores are, however, in the main independent es- 
tablishments which have merely agreed to market the products of a 
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single manufacturer. In many rural communities, however, various 
types of co-operative associations have been formed in recent years 
with a view to eliminating the middleman in connection with both 
sales and purchases. As yet, however, they play a negligible role in 
the total trading operations of the country. The government has also 
encouraged the establishment of public retail markets in large cities, 
and as many as 322 were in existence in March, 1929. 

III. WAREHOUSES 

The marketing of large quantities of goods over wide areas has 
necessitated the development of extensive warehousing facilities. The 
remarkable change between the Japan of the late nineteenth century 
and of today is nowhere better indicated than in the development of 
the warehouse business. The following table shows the increase in 


Paid-in Capital of Warfhousf Companies in Specified Years'^ 
( As of December 31) 


Year 

— - ^ 

Number of Companies 

Paid-in Capital 
(In thousands of yen) 

1889 

7 i 

60 

1897 

100 

3,999^^ 

1907 

273 

10,705 

1913 

368 

18,021 

1926 

444 

123,963 

1928 

424 

127,372 


* Japanese Department ol Commerce and Industr>, Corporation Statistics. 
Estimated figure 


the number of warehouse companies and their capital for selected years 
from 1889 to 1928. 

The principal articles stored are rice, textile fabrics, raw silk, sugar, 
paper, and imported cotton. The relative commercial importance of 
the principal cities of Japan is roughl; indicated in the following table 
which shows the value of goods stored in warehouses at the end of 


1929.^ 

City 

Osaka 

Kobe 

Yokohama 
Tokyo 
Nagoya 
All others 


Thousands of Yen 
126,623 
88,249 
102,107 
51,87? 
36,700 
67,699 


Total 

* Mitsubibhi Warehouse Company, Report, 


473,253 
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Warthou$e8 for agricultural products have come td play a role 
of great importance, With a view to making it possible for farmers 
to hold their crops, the government enacted in 1917 the Agricultural 
Warehousing Law, and granted subsidies to encourage the building 
of warehouses by co-operative societies, agricultural associations, and 
municipal or other corporations interested in the development of 
agriculture. These warehouses may issue warehouse warrants, make 
loans on the security of such warrants, and act as agents in the trans- 
portation or sale of goods held in custody. These agricultural ware- 
houses are now found in almost every agrarian community throughout 
the country. 

Government rice warehouses were also established by the Kicc Con- 
trol Act of 1921 . At the end of 1929 there were 52 rice warehouses 
having a capacity of 4,134,732 bushels. By the end of 1928 other 
agricultural warehouses had been built by 2,431 co-operative societies, 
90 agricultural societies, 28 public corporations, and 13 villages or 
towns. The total number of warehouse buildings was 5,019, and the 
aggregate storage capacity was 30,866,331 bushels. 

IV. PRODUCE EXCHANGES 

Organized produce exchanges have been developed for trading in 
rice, cotton yarns, raw silk, sugar, cotton, bean cakes, beans, peas, and 
other products. In 1929 there were as many as 31 of these exchanges, 
including 5 which permit trading in securities^ as well as produce. 
Most of them are specialized in character, but 8 engage in trading in 
more than one commodity. 

Whereas in most western countries the exchanges have developed 
entirely under private auspices, in Japan they have from the beginning 
been subject to government control. The E'xchange Regulation Act 
was first passed in 1874. The revised exchange law of 1922 is now 
the controlling measure. It forbids systematic transactions in margins 
except on an approved exchange which must be a corporate body with 
a government charter. The exchange must be either a joint stock 
company or an association of members. Of the 31 exchanges above 
mentioned, 26 were joint stock organizations, with a total paid-up 
capital in 1929 of 30,377,000 yen^ and the number of licensed brokers 
was 572. The five membership exchanges, with 128 members, pos- 
sessed aggregate membership contributions and reserves amounting to 
966,000 yen. 

^ For a discussion of security exchanges, sec Chap IX. 
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The jbiht stock form of exchange organization is peculiar to Japan. 
In the early days the credit standing of the brokers was commonly so 
unsatisfactory that the joint stock plan was devised as a means of 
making a company, as distinguished from individual brokers, respon- 
sible for damages in case of default on any contracts concluded at the 
exchange. While the present exchange law docs not require the ex- 
change to assume these damages, in practice all of the joint stock ex- 
changes do assume responsibility in the case of future transactions, 
while with other transactions the amount for which the exchange 
is responsible is definitely limited. Like other exchanges, the joint 
stock organization charges fees to the parties engaged in transactions. 
Brokers are not required to be stockholders, though many of them 
do possess stock in the joint stock company. In order to be able to 
assume the risks of loss in cases of default, the joint stock company 
charges all brokers so-called “caution money,’’ and requires a deposit 
to cover risks of loss, the amount of the deposit varying with the size 
of the contract. 

The dealings on the produce exchanges consist mainly of transac- 
tions in futures. Spot or cash transactions are limited to the Dojima 
Rice Exchange of Osaka and to the securities markets. The term 
of contracts in futures is three months for rice, six months for raw 
silk and sugar, twelve months for cotton and cotton yarns, and four 
to five months for bean cakes. 

The principal rice exchanges, of which there are 28 in all, are the 
Dojima Rice Exchange of Osaka, the oldest in existence, and the 
Tokyo Rice and Produce Exchange. The Osaka exchange owes its 
importance to its proximity to the Port of Kobe and its location in 
the greatest distributing center of the country. These two exchanges 
handled in 1929 as much as 57 per cent of the aggregate sales on the 
rice exchanges of the country, their quotations playing a dominant 
role in setting the price of rice elsewhere. 

Until recently, the only silk exchange in the country was located at 
Yokohama, the one port which exported silk. As a result of the de- 
struction of Yokohama by the great earthquake and fire of 1923, how- 
ever, Kobe became an important silk export center, and in December, 
1928, the Kobe exchange began trading in silk futures. The official 
quotations of the Yokohama and Kobe exchanges are taken as standard 
for silk prices throughout the country, and the prices of cocoons are 
calculated from these quotations. 



The prices of cotton were, until 1937, primarily determined by 
price changes in American cotton. In this year, however, trading in 
cotton was opened on the Osaka Sampin Exchange and the quotations 
there are now a factor in determining the price of cotton. Cotton 
yarns are traded in on the produce exchanges of Tokyo, Osaka, 
and Nagoya, the three chief distributing centers for this commodity, 
the largest volume of transactions being on the Osaka Sampin Ex- 
change. Quotations at Tokyo and Osaka are taken as standard prices. 

The first sugar exchange in the country was organized in Osaka in 
1925 and the second in Tokyo in 1929, both as associations of brokers 
and dealers. Sugar prices in Japan, which were formerly determined 
by the quotations in Cuban and Javanese markets, are now strongly 
influenced by quotations on the Tokyo and Osaka exchanges. 

The Manchurian bean cake, the staple fertilizer of Japan, was for 
many years traded in only on the Tokyo Rice and Produce Exchange. 
In 1927, however, a specialized exchange was organized and estab- 
lished in Kobe, the chief port of importation for this commodity. The 
Otaru Exchange in Hokkaido permits trading in soy beans, green 
peas, and other products such as fish guano. Beans and peas fluctuate 
violently in price and the cpotations on this exchange arc accepted as 
standard for the country. 

V. TRADE ASSOCIATIONS AND COMBINATIONS 

Trade associations in Japan have developed along lines similar to 
those in occidental countries. A chamber of commerce and industry is 
found in nearly every important city, the number at the end of 1928 
being 77, with a membership of 2,709. All these chambers, in combina- 
tion witli Japanese chambers of commerce located abroad ( 15 in num- 
ber), arc united in the Japan Chamber of Commerce and Industry, 
which is comparable in purpose and organization to the Chamber of 
Commerce of the United States. This national chamber is also a 
member of the International Chamber of Commerce. 

In addition to these general associations for the promotion of com- 
merce and industry, each separate trade is represented b)' a trade asso- 
ciation, organized in accordance with the provisions of the Trade As- 
sociation Law of 1 899. These associations are composed of members 
who are either fellow traders in an important product, or closely con- 
nected in their trading operations. The functions are rather negative 
in character, and consist mainly of inspection of products, formulation 



of codes of trade ethics, of protests to clients who damage the interests 
of members, and in some cases of boycotts against such parties. In 
1928 there were 227 individual associations and four federations of 
trade associations. 

Export traders have been favored with special legislation. The 
Export Association Law of September, 1925, was designed to stabilize 
the business of the exporters of a given commodity, or of exporters to 
a particular market. The associations make investigations of conditions 
in foreign markets, undertake exportations on consignment, and en« 
deavor in other ways to promote the common interests of the members. 
Membership in these associations, however, is not compulsory. There 
were nine such export associations in existence at the end of 1928. 

Export merchandise is subject to very careful supervision at the 
hands of the government. For example, raw silk, before it is permitted 
to be exported, must pass an examination as to weight at the govern- 
ment silk conditioning house, and silk and cotton fabrics are examined 
at either public or trade association conditioning houses. Fancy mat- 
tings, straw braids, matches, glassware, brushes, hosiery, enamelled 
ironwares, celluloid combs, canned crabs, etc., cannot be exported 
unless they meet the standards fixed by the gov^ernment, the examina- 
tions being conducted by the associations or public conditioning houses. 
Every precaution is taken by the government to prevent errors in 
the matter of weights ajid measures. Government licenses arc re- 
quired for the sale of precision instruments. 

Industrial combinations for the purpose of stabilizing industry 
have Ixxomc a feature of Japanese trade organization in recent years. 
These business combinations, which exist in most of the principal in- 
dustries, seek to promote stability by control of the production and 
sale of commodities and by the fixing of prices. Only rarely do they 
engage in the joint purchase of materials or prearrange the market 
for the products of their members. As in other countries, this move- 
ment is regarded as having a mixture of advantages and disadvantages, 
and it is too early to say what the ultimate results may be. 
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CHAPTER IX 

FINANCIAL ORGANIZATION 

A Director of the Mint was appointed in Japan as earJy as 694 
A.D. and copper and silver coins were extensively employed as cur- 
rency in the eighth and ninth centuries. During the greater part of 
the Middle Ages, however, when the country was divided among 
warring feudal lords, the circulation of currency became of negligible 
importance in the economy of the country. The foundations of the 
modern currency system were laid in 1601 ; and, as was indicated in 
the intioductory chapter, the use of money as a medium of exchange, 
and also in the payment of wages and rents, became widely prevalent 
in the latter part of the Tokugawa era, playing a vitally important 
role in the gradual disintegration which was taking place in the old 
economic and social system. 

During later feudal times certain types of banking operations were 
also conducted by so-called merchant families. The principal business 
of these merchants was that of fiscal agents for the government or for 
important feudal families j but they also made loans and accepted 
deposits, as receipts for which they issued notes of various denomina- 
tions. Some of the leading Ixinking establishments of the present day 
are directly descended from these old merchant bankers. It appears 
that there were also money-lenders, sometimes organized in guilds, 
who made advances on the security of rice crops j and there were 
certain co-operative societies which extended credit to their members. 

It was not, however, until after the restoration of 1868 that a really 
unified currency system was established and that organized banking 
was developed. In this chapter, we present a very brief sketch of the 
re-organization of the monetary system and then outline somewhat 
more extensively the principal features of the financial and banking 
organization that has been developed to meet the requirements of 
the expanding commercial and industrial system of the country. 

I. THE CURRENCY SYSTEM AND PRICE MOVEMENTS 

In the early years of the Meiji era, the bimetallic standard existed 
in the Treaty Ports and the single gold standard elsewhere. New 
coinage regulations were promulgated in May, 1871, by which a onc- 
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yen coin, weighing 23.15 grains of pure gold, was made the standard 
unit of value. For the convenience of foreign traders, however, the 
government also issued a one-yen silver coin which was legal tender 
only within the bounds of the Treaty Ports. When the price of silver 
in world markets fell heavily in the middle seventies, Gresham’s Law 
operated to drive gold out of circulation, foreign payments being 
made exclusively in the more valuable metal. With a view to raising 
the value of silver, the government, in May^ 1878, declared the 
silver yen legal tender throughout the Empire. But since the price of 
silver remained low because of world conditions, gold coins continued 
to Ixi used in the export trade, while for many years the silver yen 
was employed almost exclusively in daily monetary transactions 
within the country. 

Because of the difficulties involved in operating successfully a bi- 
metallic standard, the government finally decided in 1897 follow 
the lead of other countries and establish the single gold standard, 
which became effective on October i of that year. At the same time, 
the notes of the Bank of Japan, hitherto redeemable in silver coin, 
were made convertible into gold coin. The procurement of the neces- 
sary supply of gold was greatly facilitated by the receipt in the years 
1895-98 of the Chinese war indemnity of 360,000,000 yen, which 
was paid in gold in London.’ 

During the first quarter century of the Meiji period, government 
paper mone}^ also constituted an important part of the medium of 
exchange. The notes were issued to cover heavy emergency expendi- 
tures which could not be made from fiscal revenues. At first, they 
were convertible into gold coin; but in 1871 inconvertible notes — 
pure fiat paper — were issued. Meanwhile, also, newly created national 
banks were authorized to issue notes, originally convertible into gold, 
but after 1876 redeemable only in inconvertible government paper. 
This impossible situation was corrected in the early eighties by the 
establishment of the Bank of Japan, the withdrawal of the issue 
privilege from national banks, the requirement that Bank of Japan 
notes be made convertible into silver, and the gradual retirement of 
government paper. 

By the gold standard law of 1897, the unit of value, the yen, was 
fixed at 11.57+074 grains of pure gold, which is half the weight of 
the original gold yen. The par of exchange of the yen with reference 

^ Sec tiistUHSion, Appendix A, p. 383. 
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to the standard units of the United States, England and France, is 
as follows: 

1 yen = 24.58217 pence 1 pound = 9.76317 yen 

1 yen = 49,845 cents 1 dollar = 2.00622 yen 

1 yen = 12,72265 francs I franc == 0.0786 yen 

The calculations of coinage are according to the decimal system, 
one yen being divided into lOO parts called sen, which in turn are 
divided into lo parts called rin. The table below shows the kinds of 
currency in Japan, both metallic and paper, and the legal tender regu- 
lations thereof. 


Type 


Coins: 

Gold 

Silver 

Nickd 

Copper 

Bank notes: 

Bank of Japan 

Bank of Chosen 


Bank of Taiwan 
Yokohama Specie Bank 

Government notes (fractional) 


The Currency oi Japan 
Denomination 


5, 10, and 20 yen 
20 and 50 sen*^ 

5 and 10 sen 
1 sen, 5 nn^ 

1, S, 10, 20, 50, « IIX), and 
200 yen 

t, S, 10, and 100 yen 

1,5, 10, and 50 yen 

1, 5, 10, 50, and 100 >en, 
and 10 and 50 sen 

10, 20, and SO sen 


Legal Tender Lumt 


Unlimited 
10 >en 
S yen 
1 yen 


Unlimited throughout tht 
mpire 

Unlimited in Chosen, 
Kwantung, and Railway 
/one 

Unlimited in Taiwan only 

Unlimited in Manchuria 
only^ 

10 yen 


** There are also a few old ten- and five-sen silver coins outstanding which (.irculate at 
their face value 

^ Two-sen copper and one-rin hron/e coins were formerlv struck. 

‘ No 50 yen notes have actuallv been issued. 

These notes also circulate in China. 


The note issues of the Bank of Japan, which constitute the great 
bulk of the currency in use, are redeemable in gold. The Bank of 
Taiwan notes are redeemable in gold coin, while the notes of the 
Bank of Chosen are redeemable either in gold or in Bank of Japan 
notes. For further discussion of these central banks, sec pages 123 27. 

The silver notes of the Yokohama Specie Bank were authorized by 
an Imperial decree of 1906 for the purpose of facilitating Japanese 
trading operations in Manchuria where the currency was in chaotic 
condition. These notes are of three kinds, and at the end of 1929 the 
circulation was as follows: 
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Silver yen notes (5,971,704 yen) ; silver tael notes (21,633 taels); 
and silver dollar notes (1,802,843 dollars). Manchurian exchange is 
quoted in terms of silver yen notes and exchangeable with the old 
silver yen of Japan. 

The fractional government notes were called into being by the 
shortage of subsidiary coins resulting from the great increase in the 
demand for small change during the period of the World War, With 
the passage of the boom period in 1920, and the issue of new sub- 
sidiary coins, these notes began to be retired, and very few of them 
arc now found in the channels of circulation. 

Checks are not so extensively employed in Japan as in England 
or the United States. Since the Great War, however, their use has 
been increasing rapidly. While bank notes and subsidiary coins are 
still commoni) used for everyday transactions, the larger business 
operations are now settled by means of checks. It is estimated that 
of the total receipts by banks, approximately 75 per cent is in the form 
of checks. 

Inasmuch as Japanese production of gold and silver is comparatively 
small, the country has been a substantial importer of precious metals. 
The annual production of gold is at present insufficient for industrial 
requirements. For the period 1872-1929 inclusive, the net imports of 
specie equalled 1,012,802,656 yen, of which 991,010,663 yen was in 
gold. The amount of cash and foreign exchange holdings of Japan, 
owned by the government and the Bank of Japan respectively, at 
the end of each year from 1903 to 1929 is shown in Appendix A, 
page 412. The total showed an enormous increase during the period 
of the World \Var, as a result of a great excess of international in- 
come over outgo during those years. Since 1921^ the amount has 
declined by nearly 50 per cent. It will be noted from the table in 
the appendix that a very large part of the total, particularly in the 
war and early post-war years, was held abroad— that is, on deposit in 
foreign banks rather than at home. The reasons for this arc explained 
in Chapter XIV. The decrease in the holdings in recent years is chiefly 
the result of the heavy import surplus since 1920, which has neces- 
sitated the utilization of the foreign balances in meeting foreign 
obligations. 

Price fluctuations in Japan have corresponded closely with those 
of other countries. The movement of wholesale prices since 1900 is 
shown by the diagram on page 119, which is based upon the index 
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number of wholesale prices compiled by the Bank of Japan, For the 
purpose of comparison, the trend of wholesale prices for the United 
States and Great Britain is also shown. 

It will be seen that the pre-war trend was very similar in the three 
countries, with the Japanese index rising slightly more rapidly in the 
earlier years. The war years showed the same precipitate climb in all 
three countries j and the post-war peak was reached in 1920, the 
decline beginning about three months earlier in Japan than in the 
other countries. The higher level of Japanese prices since 1921 is 
attributable to the policy of Inflation that was pursued and the failure 
to return to the gold standard — until the end of 1929. For further 
discussion of this problem see Chapter XVI j and for the movements 
of foreign exchange see the chart on page 227, Chapter XIV. 

II. THE INTERRELATIONS OF THE FINANCIAL SYSTEM 

Accompanying, and indispensable to, the development of the com- 
plex economic organization of modern Japan has been the growth of 
various types of financial institutions. Most of these institutions were 
established under government leadership, following careful study of 
the institutions of other countries; and nowhere has the Japanese 
capacity for selection and adaptation been better manifested. The 
diagram on page 120 shows the numerous specialized financial in- 
stitutions of the present day and indicates in a rough way their func- 
tions and interrelations, and their relative economic importance. To- 
gether, these institutions constitute a financial structure which sup- 
ports the entire economic organization of the country. 

The financial institutions of Japan may be divided into four main 
groups: (i) those which arc primarily concerned with short-time 
commercial credit operations; (2) those which are connected with 
long-term investment operations; (3) those which minister to the 
needs of small-scale enterprise, urban and rural, sometimes called 
people’s banks; and (4) those whose chief function is to furnish credit 
to consumers. As we shall see, however, the larger banks of Japan, 
like those of other countries, are not highly specialized, commonly 
engaging to a greater or less extent in both short*tirne and long-term 
credit operations. Similarly, the smaller institutions combine to some 
extent productive and consumptive credit operations. 

The commercial institutions may be divided into three groups: (a) 
the three central banks — the Bank of Japan, of Taiwan, and of 
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Chosen j (b) a “special” bank kftown as the Yokohama Specie Bank, 
which engages chiefly in the foreign exchange business} and (c) the 
ordinary commercial banks which supply credit to private enterprises. 

The investment banking institutions consist of a series of “special 
banks,” namely: The Hypothec Bank of Japan and the subsidiary 
Agricultural and Industrial institutions} the Industrial Bank of Japan} 


Wholesale Price Movements in Selected Countries, 1900-30® 

(1913 — 100) 



" Stc Tabu ^9, p. 4'^7, for data. 


the Hokkaido ColoniaJ Bankj the Chosen Industrial Bankj and the 
Oriental Development Company. In addition there are savings in- 
stitutions— postal and ordinary savings institutions, both public and 
private — and trust companies of a distinctly hybrid character. Insur- 
ance companies are also important investment agencies. There are no 
bond houses of the American variety, the nearest approach Ix^ing some 
recently developed ‘‘instalment sale’’ security dealers. 

The people’s co-operative banks consist of the Central Bank of Co- 
operative Societies j co-operative credit societies 5 allied co-operative 
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aedit associations; and loan societies called or .• 

The consumptive credit institutions include both private and public 
pawnbrokers, and money-lenders or brokers without legal status, of 
the familiar loan shark variety. 


Bankiko and Financial iNffliunoNs, 1929 
(Capital in thousands of yen) 


Classification 

Year 

Estah* 

lished 

Number 

Exist- 

ing 

Camtal 
or ton- 
tributions 
Paid In 

L Essentially Commercial 




Bank of Japan 

1882 

1 

37,500 

Bank of J aiwan 

1897 

1 

13,125 

Bank of Chosen I 

1910 

1 

25,000 

Yokohama Specie Bank i 

1880 1 

1 

100,000 

Commercial, or ordmarv, banks 

1872» ! 

881 

1,381,143 

IL bssentiall> Investment. 




Hypothec Bank of Japan 

1897 

1 

75,876 

Agricultural and industrial banks i 

1897 j 

24 

93,150 

Industrial Bank of Japan 

1902 i 

1 

1 .5(),0(K) 

Hokkaido Colonial Bank i 

1899 

1 

12,5(X) 

Industrial Bank of Chosen 

1918 j 

1 

20,000 

Oriental Development Company 

1908 

1 

35,000 

Savings banks 

1880 

95 

40,577 

Postal Savings System 

1875 

1 

None 

I reasury Deposits Bureau 

1885b 

1 

None 

1 rust Comp-inies 

1923 

37 

92,700 

Instalment sale securit) companies 

1 1918 

10 

987 

Insurance companies 

1878 

94 

124,522 

HI. People’s Co-operative 




Rural credit assodations 

1900 

12,000 

143, sn 

Urb in credit associations 

1917 

252 

36,057 

Allied CO operative sock tie 


67 

12,594 

Central Bank of Co-operative Societies 

1921 

1 

26,240 

“Mujin” societes 


260 

16,105 

IV. Consumptive Credit 




PnvUe pawnbrokers 

c 

1^727 

50,000 

Public pawnbrokers 

1927 

84 

1,662 

Co-operative pawnbrokers 

1930 

1 


Privatt. monev lenders'^ i 

( 





* In 1876, private financing com]>anies were allowed to st>le themselves as hanks 
** See discussion^ pp. 1 19-41. 

Originated before the modern era 
No data available. 


The date of establishment, the number, and the paid-in capital of 
the various financial institutions of Japan are shown in the table 
above. 

Reference to the diagram on page 120 shows the central position 
which the Bank of Japan occupies in the entire financial structure. 
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Not only are the central banks of Taiwan and Chosen, the Yokohama 
Specie Bank, and the ordinary commercial banks connected with the 
Bank of Japan as an emergency reservoir of credit, but the investment 
and co-operative credit institutions are also, through their relations 
with commercial institutions, indirectly connected with the Bank of 
Japan. The central institution, however, does not occupy as important 
a position in the credit system as do the central banks of some coun- 
tries. 

Stock exchanges were legally authorized by a law of 1874, and 
the Tokyo exchange was established in 1877. The development of the 
exchanges was very slow prior to 1900, but with the growth of corpo- 
rate enterprise the volume of transactions increased rapidly after the 
turn of the century. In 1930 there were six security exchanges, of which 
those at Tokyo and Osaka were of primary importance, while there 
were five other exchanges which dealt in both securities and produce. 
There are no curb exchanges. 

The number of stocks listed on the Tokyo exchange at the end of 
1929 w^as 265 for trading on the term settlement plan (called ^‘fu- 
tures’^ in Japan) and 789 for spot trading.^ This number is a relatively 
small percentage of the security issues, most of which are handled 
only by brokers and financial institutions. The development of trading 
in ‘^futurcs’^ on the Tokyo and Osaka exchanges is shown by the 
table on page 123. The volume of trading is small indeed as compared 
with that on the leading exchanges of occidental countries. 

In order to stimulate the development of a bond market, the gov- 
ernment in 1920 organized in the Tokyo and Osaka exchanges a 
special body of brokers, consisting of regular stock exchange and bill 
brokers and representatives of the Bank of Taiwan, the Bank of 
Chosen, the Industrial Bank of Japan, and trust companies. In the 
handling of national government bonds, the Bank of Japan offers its 
services free of commivssion. Since J925, future transactions m these 
securities have also been permitted. 

Stock exchange brokers operate much as in other countries in the 
purchase and sale of securities that are outstanding in the market. They 
differ from American brokers, however, in that they also engage 
directly in the sale of new issues, on rare occasions even participating 

"Spot tKuling IS simiLu to that in the United States, except that delivery is completed 
1 i; days. Term settlements lescmble the system used in Kurope, though the Japanese 
plan permits much longer postponement of delivery and settlement. 
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in the underwriting of such issues. Stock brokers are not held in 
high social esteem, perhaps as a result of the old attitude toward 
financial operations in general j and their position in the financial 
world is relatively unimportant. 

The bill broker first appeared in Japan in 1899, and first engaged 
in call loan operations in 1 902. Because a commercial discount market, 


Trading in “Futures” (Term Settlements) on Security Exchanges, 1902-29 


Year 

Tokyo Exchange 

Osaka Exc hange 

Shares , 

Traded 
(in 

thousands) 

Amount 
(In thousands 
of yen) 

Shares 

Traded 

(in 

thousands) 

Amount 
(In thousands 
of yen) 

1902 

2,942 

200,287 

1,918 

96,832 

1907... 

12, OH 

1,191,092 

6,216 

662,958 

1914 

8,470 

577,288 

, 6,652 

1 495,6^X1 

1921 

39,791 

3,590,078 

16,807 

1 2,5^4,533 

1925 

38,478 

^153, 272 

12,394 

1,262,343 

1929 

21,150 

1,529,027 

4,282 

421,260 


involving the use of the bank and trade acceptance^ has never devel- 
oped extensively, the bill brokcr^s chief function is that of handling 
call loans, 

I'hc call loan market in Japan differs materially from that in the 
United States. Practically all of the call loans were formerly made 
directly by the banksj of late, bill brokers have increasingly played 
the part of intermediary. The call loan is not employed much in con- 
nection with stock transactions, but is chiefly utilized by banks in 
connection with clearing-house operations and by underwriters in the 
purchase of bonds and debentures. 

III. THE COMMERCIAL BANKING SYSTEM 

I, The Bank of Japan, The Nippon Ginko was established in 1 882 
for the primary purpose of unifying the currency system. The bank 
has a monopoly of note issue and, as the central repository of funds, 
provides the necessary elasticity of credit in time of crisis. It also 
serves as the fiscal agency of the government, having charge of the 
funds of the treasury and the administration of government bonds. 
The stock is owned by miscellaneous individuals, banks, and corpora- 
tions. The directorate consists of one governor, one vice-governor, and 
four directors, the governor and vice-governor being appointed by the 
government, while each director is appointed by the Finance Minister 
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For actual fig^ures, including reser\e ratio m percentage ind total si>^*cie hoidin»v of Bank of Japan, «!ee data in Table 40, p. 4^8. 
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from two andi4ates nomioatod by the Shareholders. The bank ha^ 
siicteen branches. To facilitate the management of government funds 
and bonds, agency arrangements are maintained with a large num- 
ber of banks widely distributed over the country. 

The Bank of Japan is modelled chiefly kftcr the pre-war German 
Reichsbank, though some features are taken from the Bank of Bel- 
gium. It resembles the Reichsbank in that it has the elastic issue sys- 
tem. Notes to any amount may be issued against gold and silver^ coin 
and bullion as reserve and to the extent of 120,000,000 yen on the 
security of government bonds, treasury certificates, other prime se- 
curities, and commercial paper. With the sanction of the Finance 
Minister, however, notes may be issued beyond this limit, though a 
tax at a minimum rate of 5 per cent per annum is levied on the excess. 
The 120,000,000 yen limit was set in 1899^ ^t^^d there has been only 
one year since 1903 when the excess issue privilege has not been 
utilized. 

The bank may discount or purchase government bills, commercial 
paper, and bills of exchange; buy or sell gold and silver bullion; make 
loans secured by government paper; receive deposits of money; and 
accept precious metals and documents for safe-keeping. It may make 
advances to other institutions through the discount of domestic com- 
mercial bills, and of foreign exchange bills, particularly of the Yoko- 
hama Specie Bank and the Bank of Taiwan; it may make loans on 
paper secured by government bonds, corporate securities, and ware- 
house receipts. During the banking panic of 1927, the bank also dis- 
counted paper secured by claims on real estate and other collateral, 
under a guaranty by the government of indemnity for possible losses. 

I'hc ordinary commercial banks are not required to deposit re- 
serves at the central bank, as are the member banks of the American ^ 
Federal Reserve Sj^stem. They may, however, maintain deposits at 
the Bank of Japan, as the majority of them do. Special hanks, private 
individuals, and corporations are also permitted to maintain deposits, 
but the private deposits are in fact negligible. 

The Bank of Japan maintains a ver)'^ conservative gold reserve 
position. The reserve against note issues from 1885 to the present time 
is shown by the diagram on page 124, which shows the notes out- 
standing, the specie reserve, and the reserve ratio. 

At the end of 1929 the reserve against notes was 65 per cent. The 

Slnre 190^ only gold lus In practice been rcgrirdcd as proper reserve. 


125 



ratio of total specie holdii^^s of the Bank of Japan to notes and de- 
posits combined amounted to approximately 49 per cent, which may 
be compared to 69.3 per cent for the Federal Reserve banks of the 
United States, 30.5 per cent for the Bank of England, and 47.4 per 
cent for the Bank of France, plus 27.6 per cent in holdings of foreign 
exchange. 

The character of the bank’s business is indicated by the following 
table, which presents significant items from the balance sheet of 
December 31, 1929. 

Of the 51,474,000 yen of domestic bills discounted as much as 
42,461,000 were secured by collateral, while all of the discounts under 
the special law of 1927 were secured by collateral loans. Thus it will 

CHARACTtR or OPI RATIONS Ot THI BaNK Ot JAPAN, 

DfCFMBLR 31, 1929 

(In thousand*? of )on) 

Ri souRcrs 


Loans and discounts* 


Advances on foreign bills 

30,033 

Domestic bills discounted 

51,474 

Discounts (secured under special law of 1927)“ 

598,179 

Advances to j^overiunent 

22,000 

Govci'nment band‘v 

221,978 

Specie reserve: 


Bullion 

819,359 

Gold coin 

252,913 

I lAUll llIFS 


Deposits 


Governnienl 

392,095 

Geneial 

1 52,09 3 

N otes . 


C’'overed by g'old 

1,072,273 

(V)\cred by set unties 

569,578 

“ Ifndcr Ijw No. 51; passed dutiiig thi p muc of 1927 

1 htse loins aie guirintitd b> the 
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be seen that the volume of straight commercial paper is relatively 
small j in fact it is less than the investment in government bonds. 

2. Bank of Taiwa^t. This central institution for the colony of 
Taiwan was established in 1897, two years after this island became 
Japanese territory. For the purpose of promoting trade relations, it 
maintains branches in Southern China, Java, and India. While the 
head office is in Taihoku in Taiwan, the branch office in Tokyo was 
until the financial panic of 1927 the controlling center. Since the 



difficulties of that year/ however, the opefations have been confined 
to the island of Taiwan, 

The provisions with reference to note issues are similar to those of 
the Bank of Japan. Issues not covered by specie may be made up to 
20,000,000 yen on the security of government bonds and treasury 
certificates, Bank of Japan notes, and other prime securities. As with 
the Bank of Japan this limitation may be exceeded by payment of a 
5 per cent tax. Besides issuing notes, the Taiwan Ginko discounts bills 
and commercial paper; makes loans on securities; deals in foreign 
exchange; receives deposits; buys and sells gold and silver bullion 
or foreign currencies; engages in the secured debentures trust business; 
makes unsecured Joans to communities, co-operative societies, or stock- 
breeding associations. 

The Bank of Taiwan also engages in extensive investment banking 
operations. It may subscribe for, underwrite, or purchase national or 
local loan bonds, debentures of the Hypothec Bank, the Agricultural 
and Industrial banks, the Industrial Bank of Japan, and other ap- 
proved securities. It also takes charge of interest, dividends, and other 
payments connected with subscriptions for both governmental and 
corporate securities. The balance sheet of this institution for June 
30, 1930, is given in Table 41, page 439. 

3. Bank of Chosen^ After the annexation of the Korean Peninsula 
in 1910, the old Bank of Korea continued to operate under the new 
name, Chosen Ginko. Besides the head office in Keijo (Seoul) it has 
29 branches, some of which are in Manchuria, northern China, and 
Siberia. Its general functions are similar to those of the Bank of 
Taiwan. The notes of the Bank of Japan arc, however, legal reserve 
for the note issues. The clastic issue system is used, the limit for un- 
covered issues being 50,000,000 yen. The balance sheet of the Bank 
of Chosen for June 30, u^'^O, is given in Table 42, page 440. 

The outstanding note issues of the Banks of Taiwan and Chosen, 
respectively, at the end of each year from 1913 to the present time, 
are shown in the diagrams on page 128. 

4. The Y okolmma Sfecie Bank, This ^‘special” bank was estab- 
lished two years earlier than was the Bank of Japan, the government 
subscribing to one-third of the capital stock. Because of the currency 
disorganization of the time, foreign trade transactions were seriously 
hampered and the Yokohama Specie Bank was organized for the 

See dibcusslon, Chap. XVI, p. 241. 
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express purpose of acting as a central agency for the supply and dis- 
tribution of specie^ hence the name given to the institution. The bank, 
however, proved unable to regulate the currency situation and the 
Bank of Japan was shortly organized for that purpose, the Yokohama 
institution thereafter for a time devoting itself exclusively to the 
handling of foreign exchange. 


Note Issues of Colonial Banks, 1913-29 



By the new law of 1887 the bank was authorized to: (a) deal in 
domestic and foreign exchange^ (b) make loans and discounts; (c) 
receive deposits; (d) exchange currencies; (e) buy and sell gold and 
silver bullion and foreign coins; (f) buy and sell government bonds 
and handle foreign loans. The bank remains, however, primarily a 
foreign exchange institution. The directors are elected by the stock- 
holders; and the President and Vice-President are chosen from among 
the directors, though the President must be approved by the Finance 
Minister. 

As indicated by the table on page 12 1, this bank is the largest 
financial institution in Japan, having a paid-up capital nearly three 
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time® that of the Bank of Japan. While the nominal head office is in 
Yokohama, the branch in Tokyo is the actual center of affairs. The 
operations of the bank are world wide in scope. Its 38 branches extend 
to Manchuria, China, Siberia, Europe, Africa, North and South 
America, Australia, and the South Sea Islands. The enormous im- 


Foreign Bills Handled by Banks in Japan, 1928 
(In thousands of yen) 


Bank 

Outward 

Bills 

Percentage 

Distribution 

Inward 

Bills 

Percentage 

Distribution 

Yokohama Specie Bank 

6,514,183 

44J 

6,386,796 

51.6 

Bank of Taiwan. 

811,391 

5.5 

785,628 

6.3 

Bank of Chosen 

537,874 

3 7 

401,487 

3.2 

Commercial banks 

6,764,955 

46.3 

4,811,965 

38.9 

Total 

14,628,403 

UK) 0 

12,385,876 

100 0 


portance of the Yokohama Specie Bank in connection with the foreign 
exchange business of Japan is indicated by the table above. 

It will be seen that this institution still handles almost 50 per cent 
of the entire foreign exchange business of the country. 

The Yokohama bank maintains very close relations with the Bank 
of Japan. On the one hand it handles through its branches abroad the 
foreign banking business of the government and of the Bank of Japan. 
On the other hand, it resorts constantly to the central bank for the 
loans required in connection with foreign exchange operations.'' The 
lack of an extensive discount market makes the dependence of this 
exchange bank upon the Bank of Japan peculiarly close. For balance 
sheet of the Yokohama Specie Bank, as of June 30, 1930, see Table 
43, page 441. 

5. Ordimry commercial banks. The commercial banking system 
of Japan began with the establishment of the national bank regulations 
in 1872. The ordinary banks originally had the power of note issue, 
the old National Banking System of the United States having been 
followed as a bad model. With the conferring upon the Bank of Japan 
of the exclusive right of note issue, the national banks gradually 
liquidated their notes and by 1899 all of them had become what are 

* The «peclfii, hills are not dlHcoimted by the bank, but loans irc made on the RCLurity of 
bills, which arc held by the Yokohama Bank. These bills are under the scrutiny of the Bank 
of Japan. 



called ordinary banks* Their business in general is similar to that of 
the commercial banks of Europe and the United States. They receive 
deposits, make loans, discount bills, and buy and sell bills of exchange* 

The commercial banks are supervised by the national government. 
The present regulations were laid down in the Bank Act of 1927. The 
capital shall be not less than i ,000,000 yen and where the head office, 
or a branch office, is in Tokyo or Osaka, the capital must be not less 
than 2,000,000 yen. The accounts must be audited twice each year, 
and a detailed statement of the bank’s business must be submitted 
semi-annually to the government. A sum equal to one tenth of the 
profits, whenever any dividend is declared, must be carried to the 
surplus account until such time as the surplus is equal to the capital. 
All but 40 of the ordinary banks in existence at the end of 1929 were 
joint stock companies, the paid-up capital of the private institutions 
amounting to only 5,186,900 yen. 

Branch banking is permitted, and is extensively practiced. The estab- 
lishment of branch offices, sub-branches, or agencies, is however subject 
to the permission of the Minister of Finance. The number of branches 
ixi existence at the end of 1928 was 5,074. 

The banks of Japan commonly have substantial capital and are, 
moreover, steadily increasing in size. According to the present Jaw, 
banks must have a capital of at least a million yen; but many of those 
organized prior to 1927 had a very much smaller amount. The follow 
ing tabic classifies the number of banks operating at the end of selected 
years, according to the size of their capital. 



1915 

19.M 

1929 

Under 100,000 yen 

5 50 

295 

70 

100,000 to 500,000 yen 

603 

476 

1 76 

500,000 to 1,000,000 yen 

129 

290 

235 

1,000,000 to 2,000,000 yen 


142 

209 

2,00 0,0 00 yen and ovei 

1 0 0 

12X 

191 

T otal 

1,442 

1,331 

881 


It will be seen that the small banks have been declining rapidly in 
number, while the larger institutions have been steadily increasing.*' 
The sharp decline in the number of banks in recent years has, as we 
shall see, been due to failures and amalgamations (see page 133-34). 
For purposes of comparison, it may be noted that the average paid- 
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up capital of Japanese banks at the end of 1929 was about 1,381,000 
yen, as compared with about 250,000 yen for all national and state 
commercial banks in the United States. The surplus accounts of the 
Japanese banks are considerably smaller in proportion to capital than 
are those of the United States. For all America, state and national 
commercial banks combined, the surplus account equals 82 per cent 
of the capital stock paid inj while the surplus and undivided profits ac- 
counts together equal to8 per cent of the capital. In Japan the surplus 
is equal to only about 43 per cent of the paid-in capital. Figures for 
the undivided profits are not available. 


Growth of Commercial Banking, 29'* 
(In thousands of yen) 


Year 

Number 

Capital 



Loans 

Fnding 

December 

31 

of 

Banks 

Author- 

ized 

Paid 

In 

Surplus 

Deposits 

and 

Discounts 

1913 

1,014 

567,545 

39] ,761 

122,313 

1,443,511 

1,674,323 

1914 

1 ,593 

575,374 

401,200 

1.32,288 

1,519,700 

1,730,985 

1915 

1,442 

513,988 

357,709 

127,009 

1,09<),566 

1,744,638 

1910 

1,427 

525,782 

374,480 

134,744 

2,256,831 

2,271,032 

1917 

1 , -598 

059,024 

430,996 

142,248 

3,233,913 

3,053,973 

1918 

1 , 175 

772,222 

513,086 

161,672 

4,639,314 

4,235,033 

1919 

1,144 

1,076,087 

717,155 

173,048 

5,744,096 

5,831,591 

1920 

1,326 

1,003,117 

%3,572 

267,403 

5,820,526 

5,979,978 

1921 

1,331 : 

1 ,703,054 

1,044,580 

339,073 

6,444,830 

0,367,468 

1922 

1,799 1 

2,100,284 

1,450,227 

493,386 

7,801,459 

7,906,216 

1923 

1,701 

2,444,090 

1,491,053 

543,188 

7,805,205 

8,150,752 

1924 

1,029 1 

2,437,684 

1,507,750 f 

585,229 

8,093,167 

8,430,782 

1925 

l,=il7 

! 2,400,500 

1 ,500,627 

627,013 

8,726,775 

9,012,447 

1920 

1,420 

2,380,997 

1,496,612 

! 663,054 

9,178,802 

9,385,789 

1927 ! 

1,283 

2,364,790 

^ 1,481,478 

629,115 

9,027,897 

8,388,629 

1928 

1,031 

2,181,902 

1,379,060 

592,701 

9, 330,796 

7,941,286 

1929 

881 

2.170,986 

1,381,143 

603,858 

9,292,294 

7,612,849 


** Complied by the Bank of Japan. 


The growth of commercial banking resources and liabilities, as 
revealed by the significant balance sheet items, since 1913, is shown 
by the table above. 

Advances are made to borrowers in a variety of forms, the chief of 
which are as follows: (i) loans on or discount of one and two-name 
commercial paper without other security j (2) honoring overdrafts^ 
(3) loans and discounts secured by stocks, bonds, mortgages, ware- 
house receipts, etc-j (4) loans and discounts with personal guaranty. 
The amounts of all loans and discounts classified by security at the 
end of 1928 was as follows: 

13^ 



Loa»7!» and Discounts of CoMMBRCUt Banks, Dbcembiek 31, ITO* 
(In thousands of yen) 


Type of Security 


Shares of stock.,s 

Other negotiable securities. 

Real estate 

Warehouse receipts and merchandise 
Various cor{>orate properties . 
Vessels, . . 

Others 

personal guaranty. 

No security 


Discounts 

Ix»an8 

15,580 

1,791,396 

18,163 

703,845 

12,910 

1,561,240 

66,949 

265,403 

38 

141,239 

101 

41,960 

11,062 

192,004 

651,435 

700,739 

205,020 

1,330,811 


* Japanese Department of Finance, Banking Bureau, Annual Report. 


The forms and the methods of making loans in Japan closely re- 
semble those of the United States. Except In the field of foreign trade, 
the trade acceptance is not commonly employed and the bank accept- 
ance business has not developed. On the other hand, single-name 
paper, as in the United States, is extensively usedj though, unlike the 
American practice, an added name as a persona] guaranty is also fre- 
quently required. Tfic granting of overdrafts, which has been virtu- 
ally eliminated from American banking practice, is still common in 
Japan. As the table given above indicates, loans on collateral, particu- 
larly on securities, play a very important role. 

In making loans to business firms, the banks employ the services 
of commercial agencies and of credit departments of their own; and 
as in the United States they give attention to the ratio of quick assets to 
current liabilities. Also an association has been formed for reporting 
at the request of members on the financial and operating condition 
of industrial establishments, and for extending correct information 
among its membership, which is composed of the leading banks of 
Tokyo, Osaka, and Nagoya. 

The relationship of the banks with industries is, however, much 
closer than is typical in Anglo-Saxon countries. Hence it is probable 
that credit analysis is on the whole less disinterested than in the 
United States and Great Britain. In this respect, the Japanese financial 
system rather resembles that of Germany. 

Commercial banks play an important role in the accumulation of 
savings. In addition to the current deposit accounts, there are ^^speciaj 
current” and ^^fixed” deposits. The former differ from the current 
deposits in that they are withdrawable only by passbook entries, and 
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are hente le^ 6rquently drawn upon than are cheeking accounts. The 
minimum balance required is usually ten yen and interest rates are 
somewhat above those on current deposit accounts. The “fixed” or 
“time” deposits are not withdrawable before a set date, the minimum 
period being usually six months. High interest rates ranging from 
• something over 4. to 6 per cent have typically been paid. This form 
of deposit is much the most important, as indicated by the following 
table, which shows the classified deposits of all the ordinary commer- 
cial banks as of December 31, 1928. The figures are in millions of yen. 


Fixed deposits 


Current deposits 

1^348 

Special current deposits 

1,965 

Other 

983 

Total 

9,331 


The cash reserves held by the ordinary banks in their own vaults 
are comparatively large. At the end of 1929, the aggregate cash held 
by all the commercial banks was 766,330,000 yen as compared with 
3»3 i~j6i6,ooo yen of current and special current deposits, or a ratio 
of 23 per cent. The banks also have, as secondary reserves, large in- 
vestments in securities, particularly government bonds. Since they can 
borrow from the Bank of Japan on government bonds as collateral, as 
well as through the discount of commercial paper, the cash position 
of the banks must lx; regarded as reasonably satisfactory. 

The first clearing house organized in Japan was that at Osaka in 
1879 and the second was at Tokyo in 1887. At the end of 1929 there 
were 32 clearing-house associations. The actual settlements of the 
balances are made l>y debiting or crediting the balances held for that 
purpose at the Bank of Japan. The volume of clearings at Tokyo and 
Osaka in 1929 was 25,070,553,000 yen and 22,374,043,000 yen re- 
spectively. 

The number of commercial banks of Japan has been declining dur- 
ing the last 15 years, though there was a sharp increase in the single 
year 1922. This decline has been due in part to failures and in part, in 
recent years, to a merger movement. An excessive number of small 
banks were organized in the later years before the war, resulting in 
close competition in connection with both loans and deposits, and en- 
dangering the soundness of the credit structure. Many of the weaker 
of these banks have gradually been eliminated through the process of 
foreclosure, and hundreds of others have merged with larger insti- 



tutions, particularly since 1926. Reference to the table on page 131 
indicates that the number of banks declined from the end of 1926 to 
the end of 1929 from 1,420 to 881. In 1927 there were 116 com- 
mercial bank mergers; 188 in 1928, and 95 in 1929. During these 
three years there were also 15 savings bank mergers. Connected with 
the merger process has been the establishment by some of the larger 
commercial banks of affiliated trust companies. (Sec page 142-43.) 

Japan, like some other countries, also has its few great banks known 
as the Big Five. They are: Mitsui; Mitsubishi; Dai-ichi; Sumitomo; 
and Yasuda. Some of these institutions had their origins in the family 
trading and banking enterprises of old Japan. The origin of the 
^Tiouse’’ of Sumitomo was as early as 1591 and of the Mitsui, 1683, 
though the latter was the first to engage in the business of banking. 
The deposits of these five institutions together equalled in 1929 as 
much as 33.5 per cent of all commercial bank deposits. There are seven 
other large institutions. Financial statements showing the condition of 
each of the ^‘Big Five” banks as of June 30, 1930, will be found in 
Table 44, pages 442-43- 

IV. INVESTMENT BANKING INSTITUTIONS 

Prior to the Chino-Japanese War, the only source of long-time 
credit for business enterprises was the ordinary commercial bank. 
With a view to promoting agricultural and industrial development, 
however, both in Japan proper and in the colonies, a number of invest- 
ment Institutions were organized in the ensuing year. 

j. Hypotfiec Bank of Japofi and A p'kultural and Industrial hanks. 
The H^q^othec Bank (Nippon Kwangyo Ginko) modelled after the 
Credit Foncier of France, was organized to occupy a position in the 
system of real estate mortgage banking similar to that of the Bank 
of Japan in the field of commercial banking. The composition of the 
board of directors is similar to that of the Bank of Japan. The head 
oifice is in Tokyo and 'branches are found throughout the country. It 
supplies funds not only to the agricultural and industrial banks, but 
also to the Hokkaido Colonial Bank, the Chosen Industrial Bank, 
the Oriental Development Company, and to the co-operative institu- 
tions (see diagram, page 120). 

The operating capital of the Hypothec Bank and the agricultural 
and industrial banks — and also of the Hokkaido Colonial Bank, 
the Chosen Industrial Bank, and the Oriental Development Com- 
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psuiy (see below) — is derived from the Issue of debentures* The Ori- 
ental Development Company may issue debentures up to ten times 
its paid-in capital, while the other banks may issue up to fifteen times 
their capital in hand. In this respect these institutions resemble the 
Federal Farm Loan and Federal Intermediate Credit banks of the 
United States. The range and general character of their operations, 
however, are essentially different. 

The principal business of the Hypothec Bank is: to make (a) SO- 
year amortization real estate mortgage loans ^ (b) unsecured advances 
to prefectures and local governments; (c) unsecured loans to a group 
of not less than ten persons, under joint liability, engaged in agricul- 
ture, industr)', or fishery in any prefecture where agricultural and 
industrial banks do not exist; and (d) unsecured loans to co-operative 
societies and other associations; to subscribe to the debentures of the 
agricultural and industrial banks, the Central Bank of Co-operative 
Societies, the Hokkaido Colonial Bank and the Industrial Bank of 
Chosen; and to receive deposits of money and accept valuables for 
safe-keeping. The funds left on deposit can be employed only in con- 
nection with operations in keeping with the general character of the 
bank’s business. 

The Hypothec Bank has shown a steady growth and plays an im- 
portant role in the economic life of the nation. The character of its 
business is indicated by the following data, which include the principal 
Items of the balance sheet on June 30, 1930/ 

Loam 961,269,213 yen 

Discounts 10,949,481 

Deposits 96,2 7 5, 8 9 (> “ 

Debentii 1 es issued 768,092,7 10 

Reconstruction certificates . 81,0 50,12 5 “ 

The Agricultural and Industrial banks are local institutions in the 
field of real estate mortgage credit, virtually subsidiaries of the Hypo- 
thec Bank. The capital of each must be not less than 200,000 yen. As a 
rule, each bank has one prefecture as its business district. The business 
of these local banks is very similar in character to that of the Hypothec 
Bank. 

While they were organized as separate institutions, the agricultural 
and industrial banks were early permitted to become agents for the 
Hypothec Bank of Japan, guaranteeing for the latter the solvency of 

^ For the lull balance sheet, aee Table 45, p. 444. 
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borrowm in their loalities. By a law of 1921, they were permitted 
actmlly to merge with the Hypothec Bank, and as many as 22 out 
of 46 had by the end of 1929 merged with and become branch offices 
of the Hypothec Bank, 

a. Industrial Bank of Japan* This “special” bank, called Nippon 
Kogyo Ginko, was authorized under a law of 1900 for the purpose of 
supplying capital to various industries and public utilities, such as 
railroad building and harbor construction. The directorate is similar 
to that of the Bank of Japan. It has a head office in Tokyo and several 
branches in Japan proper. 

The principal business is: (a) to make loans on government and 
corporate securities j (b) to subscribe for, or underwrite, government 
and corporation securities; (c) to engage in the secured debentures 
trust business; (d) to make first mortgage loans on ships, payable in 
five, or through amortization, in 15 years; (e) to make first mortgage 
loans on lands and buildings, either factories or residences in certain 
restricted areas; (f) to discount bills and deal in bills of exchange. A 
special function of this institution is to issue debentures for “enter- 
prises of public welfare undertaken in a foreign country and desig- 
nated by the Minister concerned.” 

The Industrial Bank of Japan is in reality a hybrid institution. It 
resembles the Hypothec and other mortgage institutions in its real 
estate financing operations — though it specializes in the industrial 
rather than in the agricultural field. In its general banking operations, 
particularly in the making of loans on negotiable securities, it differs 
little from the ordinary commerical banks. It accepts current and 
“special current” deposits, fixed deposits, and deposits at notice. The 
principal items of the balance sheet of June 30, 1930, arc given below. 
For the full balance sheet, see Table 46, page 445. 

Loans 310,5 50,916 yen Debenture!, issued 294,32 5,3 58 yen 

Discounts 68,75 1,130 “ Deposits 43,00 5,01 5 ‘‘ 

The really distinctive features of the Industrial Bank are the making 
of advances on vessels and trust services in connection with secured 
debentures. By virtue of its special character this institution is at times 
utilized by the Ministry of Finance for the making of loans to indus- 
trial enterprises In need of temporary assistance. In this respect it may 
perhaps be compared with the War Finance Corporation of the United 
States. 

3* The Hokkaido Colonial Bank, Since the northern island of 
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Hokkaido was not settled by the Japanese until after the Restoration^ 
it was felt that a special type of banking institution was required for the 
exploitation of its undeveloped resources. The Hokkaido Colonial 
Bank was accordingly organized in 1899, and its operations were 
subsequently extended to Karafuto. 

The principal business of the bank is: (a) to make real estate mort- 
gage loans j (b) to make secured loans on bonds and shares^ (c) to 
make secured loans on agricultural and marine products j (d) to deal 
in bills of exchange j and (e) to subscribe for national and local gov- 
ernment bond issues and corporation debentures. The bank has had 
a steady growth. The amount of loans and discounts has increased from 
24,336,000 yen in 1913 to 177,978,180 yen in 1929, and the deben- 
tures issued have increased from 15,534,000 yen in 1913 to 96,938,080 
in 1929. 

4. The Chosen Industrial Bank. This colonial bank, established in 
1918, is similar in character to the Hokkaido Colonial Bank and per- 
forms a comparable service in the economic development of Chosen. 
The head office is in Seoul. The amount of loans and discounts in- 
creased from 29,839,000 yen in 1918 to 267,708,888 in 1Q29, while 
the debentures increased during the same period from 3,000,000 yen 
to 199,685,000 yen. 

5. The Oriental Development Company. This institution was 
organized in 1908 for the purpose of supplying colonization funds 
and developing enterprises in Chosen and foreign territories, prin- 
cipally in Manchuria. Its head office is m Tokyo — ^with branches in 
Chosen, Manchuria, and elsewhere. The powers of this company are 
similar to those of the other mortgage credit institutions, particularly 
the local agricultural and industrial banks. Like these, it acts as guar- 
antor for the Hypothec Bank of the credit of borrowers in the com- 
munities it serves. The loans and discounts stood, at the end of 1918, 
at 32,914,000 yen and in 1929 at 124,898,930 yen. The debentures is- 
sued increased during the same period from 65, 944, CKX) to 172,976,225 
yen. 

6. Savings banks. All savings banks in Japan must be joint stock 
companies, with a minimum capital of 500, OCX) yen. A savings bank has 
the right of receiving individual deposits of any amount at compound 
interest. As a rule, savings deposits are for a fixed term. Demand 
deposits may be received from public agencies and co-operatives. 

The investment and loan operations of savings banks are carefully 
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restricted by law. Such banks may subscribe for, underwritCj or pur- 
chase national or local bonds, debentures, and stock of private cor- 
porations approved by the Finance Minister, and they may also make 
loans on such securities as collateral. They may make loans on real 
estate mortgages and purchase bank acceptances. Loans to depositors 
are limited to the extent of each individuaPs deposit account. There 
are also restrictions designed to prevent too great a concentration of 
investments or loans in particular entei-prises or lines of business. As a 
guaranty for the repayment of deposits, the savings banks are required 
to deposit government bonds, or other securities approved by the 
Finance Minister, with a depositary office in the Department of Justice, 
to the extent of one-third of the total amount of deposit. Directors arc, 
moreover, under joint unlimited liability for the obligations of the 
bank, the liability lasting for two years after resignation. 

The number of savings banks has decreased in recent years, chiefly 
as a result of the establishment of more rigid restrictions under an 
amendment of 1921. The number of institutions and the principal 
it(‘ms in their consolidated accounts are shown by the following table. 


Skifctld Balance Sheet Items ot Savings Banes, 1893 1929*" 
(In thousands of yen) 


Year 

Number 

of 

' Banks 

Paid-in 

Capital 

1 

Surplus 

Deposits 

1^0, ms 

Invest 

ments 

1893 

24 

567 

591 

6,035 

i ?,sl21 

2,n,> 

1910 

646 

87,758 

1 70,397 

1 277,683 

i 171,863 

88,806 

1920 

661 

320,308 

92,658 

1,843,000 

1,597,592 

WO, 151 

1922 

146 

53,659 

IS, 549 

651,245 

185,982 

505,511 

1926 

124 

41,138 

27,414 

1,067,551 

264,670 

601,658 

1928 

100 

40,722 

33,711 

1,249,934 

348,744 

782,211 

1929 

95 

40,577 

! ,34,638 

1,421,887 

406,638 

895,864 


» Japanese Department of Finance, Banking Bureau 


Deposits in savings institutions are of three kinds: those repayable 
on demand, which are relatively unimportant in amounts^ those repay- 
able at the end of a fixed period^ and those made on a monthly instal- 
ment plan covering a certain stated period of time. In the last-named 
case, the bank agrees that upon the completion of the instalments it 
will repay the amounts with interest on all deposits received j and what 
is more important, it agrees to loan to the depositor the full amount 
of the deposits agreed upon. This device was intended to make the 
savings bank an important source of funds for the middle and lower 
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classes- Such loans in the aggregate are around 75 per cent of the 
total loans. Practically half of the total deposits are made with the 
instalment payment feature, 

7. Postal Samngs system. This system was established in 1875, 
simultaneously with the postal money order, both being adapted from 
the British and Belgian models. Though the development was very 
slow for many years, deposits have grown rapidly since the period of 
the World War. The deposits are of three kinds: (i) those subject 
to withdrawal on demand or at short notice j (2) those subject to 
withdrawal only after a period ranging from three to ten years, and 
on which a higher interest rate is paid; and (3) those received in 
monthly instalments during a certain stated period and not subject 
to withdrawal during that period. The minimum deposit is 10 sen 
(the balance cannot be less than 50 sen), and the maximum account 
allowed is 2,000 yen, except for public bodies and co-operative societies. 

The postal transfer accounts are closely related to the postal savings 
system. The transfer system was established m 1906 and was modelled 
after the Giro-Transfer Plan of Austria. Any depositor may designate 
that funds from his account be transferred to that of another depositor 
or to a non-depositor; and a non-depositor may use the system in 
making payments to a depositor. The purpose of the system is to 
facilitate remittances of small sums between different cities, and is used 
particularly in connection with pensions, interest on public utilities, 
taxes, assessments, and duties. 

The volume of postal savings and postal transfer accounts for se- 
lected years is shown in the table on page 140, It will be seen that the 
increase both in the number of depositors and in the amount of the 
deposits has grown with great rapidity in recent years. The volume 
of deposits is about one-third greater than those of the regular savings 
banks. Almost 60 per cent of the entire population are depositors in 
postal savings institutions. The postal savings deposits in the United 
States on June 30, 1930, aggregated only $175,271,686 (about 
350, OCX), 000 yen); and the number of depositors was only 466,401, 
or less than one-half of one per cent of the population. 

8 . The Treasury Defosits Bureau. Reference to the diagram on 
page 120 indicates that the postal savings are handled by a so-called 
Treasury Deposits Bureau; and accordingly this is a convenient place 
to discuss this unique feature of the Japanese financial system. In 
1877 the government established in connection with the Department 
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of Filjance a deposit bureau for the management and employment of 
the idle or surplus funds of the treasury. In the following year the 
postal savings were also deposited in this bureau. After the establish- 
ment of the Bank of Japan in 1882, however, the general surplus of 
the treasury was transferred to the bank where it is held on deposit. 
General regulations for the administration of the deposit bureau were 
promulgated in 1885, and revised in 1925. The bureau now handles 
the postal savings and transfer accounts, the funds belonging to so- 
called special budget accounts of the government (see Chapter XI, 
pp. 1 57-59), and certain other minor deposits designated by law. 


Postal Savings and Postal Transfer Accounts, 1897 19i0* 
(In thousands) 


Year Ending 
March 31 

Posta 

Number 

of 

Depositors 

1 Savings 

Amount 

Deposited 

(Yen) 

Postal ' 

Number ! 

of 

Deposi tors 

Fransfer 

Amount 

DejKisited 

(Yen) 

1897 

1,279 

28,479 

- 

— 

:907 

7,414 

81 ,939 

7 

1,361 

1914 

12,8«X) 1 

199,052 

01 

<>, 340 

1919 

20,088 

605,480 

121 

26,299 

1924 

28,834 

1,132,532 

218 

47,2SS 

1929 

36,485 

1,803,703 

275 

55,836 

1930 

38,139 

2,111,637 

268 

58,025 


* Japanese Department of Communications, Year Book of the Bateau 


The volume of business managed by this bureau has grown to 
enormous proportions, owing principally to the remarkable develop- 
ment of the postal savings business. On March 1930, the deposits 
of the bureau amounted to 2,508,727,000 yen, of which 2,169,662,000 
yen represented postal savings and postal transfer accounts. The funds 
of the Treasury Deposits Bureau are in part invested in national and 
local government bonds and other securities, and in part loaned out 
at comparatively low rates of interest for enterprises of economic, social 
and political importance. Balances not thus invested are held on de 
posit with the Bank of Japan. On March 31, 1930, the loans and 
investments stood as follows: 

Yen 


Government bonds 
Other securities 
Loans 

Deposits in the Bank of Japan 


781 . 352.000 
1 , 151 , 826,000 

543 . 931.000 

298 . 636.000 



It will be seen from the magnitude of these loans and investments 
that this bureau plays a very important role in the utilization of accu* 
mulated savings. It is, moreover, of great importance to the govern- 
ment in connection with the flotation of bonds or short-term treasury 
obligations. Indeed, because of the existence of this bureau the treasury 
has little need to borrow from the central bank, as has so often been 
done in other countries. The deposits of this bureau also constitute 
a convenient reserve which the government may utilize as loans for 
relief or emergency purposes. The existence of such a fund, however, 
constitutes an encouragement to private interests to seek relief from 
the government, and also perhaps an inducement to financial extrava- 
gance on the part of the government. 

9. Trus/ comfcmies. The organization of trust companies in Japan 
was not authorized by law until 1922, A number of private companies 
engaging in trust operations, however, had been organized prior to 
that date, the first making its appearance in 1906. These early com- 
panies were subject only to the regulations of the general commercial 
code. Since the new trust company act became effective, in January, 
1923, the growth of these institutions has been extremely rapid. At the 
end of 1929 there were 37 companies having paid-up capital amounting 
to 92,700,000 yen and surplus funds to the extent of 18,968,000 yen. 
The size of the typical trust company in Japan, as in the United States, 
is relatively large, the average paid-up capital and surplus amounting 
to 3,018,000 yen. 

Trust companies may receive in trust, money, securities, claims, 
personal property, and leases j they may act as guarantors for debts; 
they may float securities, act as custodian, and handle interest and 
dividend payments; they may act as intermediaries in the sale or lease 
of real estate and in the making of loans on real estate; and may con- 
duct agency service in a wide range of activities. Trust companies are 
also authorized to: subscribe to security flotations; make loans to busi- 
ness enterprises, public corporations, and co-operative societies; pur- 
chase bills accepted by banks or trust companies; purchase property, 
real or personal; and make deposits with banks or post offices. The 
trust companies are subjected to official examination; and are required 
to put up government bonds equivalent to not less than 10 per cent 
of their capital as a guaranty against losses caused by failure to fulfil 
the terms of the trust. 

The nature of trust company business is indicated by the following 
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consolidated balance sheet for November, 1929. It will be seen that 
the volume of loans is roughly double the amount of investments in 
securities. 


CONSOLIDATLD BALANCC SHFrX 01 TrUsT COMPANIES, 

November 30, 1929 
(In thousands of yen) 


ASSETS 

Loans on bills and on credit 324,658 

Other loans 566,439 

Investments 447,696 

Scciuities loaned 28,888 

Real estate 29,3 5 5 

Superficies 1 1 

Leases on land — 

C'a&h and deposits 3 3,412 

Others 7,437 


Total Assets 1,437,899 

EiABiLnn s 

Money in trust 1,168,88 3 

Other trust funds 14,771 

Securities in tiust 198,495 

Claims in trust 28,227 

Real estate in trust 2 7, 5 <19 

Superficies m trust 1 1 

Leases on land in trust — 


'I'otal laabilities 1,437,899 


The trust companies of Japan, unlike those of the United States, 
are prohibited from engaging in general banking business. Observation 
of the items “money in trust’’ and “loans and investments” In this bal- 
ance sheet, however, indicates that the trust companies have, in fact, de- 
veloped essentially as financial institutions. The money in trust, that 
is, deposited^ differs little from the time or fixed deposits of the com- 
mercial banks,® and the trust companies compete directly with the 
banks in the making of loans. 

Many commercial banks have in recent years organized trust com- 
panies of their own. Indeed most of the principal trust companies are 
now affiliated with the leading commercial institutions. The explana- 
tion of this trend is that the trustee business has been prosperous and 
that the trust companies, by being able to offer higher interest rates on 
deposits, have also enjoyed a competitive advantage over the com- 
mercial banks. Being forbidden by law to engage directly in the trust 

"'Ihe term foi tiust deposits of money must be at least two years, and the minimum amount 
500 yen. 
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business/ the commercial banking institutions have elected to organize 
affiliated companies. This development closely resembles that in the 
United States, where trust companies and also savings banks, security 
corporations, etc., have been organized by commercial banks as affili- 
ated companies. 

10, Insurance companies. The general discussion of the develop- 
ment of the insurance business in Japan is presented in Chapter X. 
So important, however, is the role which these institutions play in 
collecting savings and in transferring them to government and cor- 
porate borrowers that it is desirable to present at this place the data as 
to their investments. 

The funds of life, fire, and marine insurance companies on March 
31, 1929, were invested as follows: security holdings, 84^,573,000 
yenj loans, 325,719,000 yen^ and bank deposits, 295,880,000 yen. 
The securities are classified as follows: 


Njtional and loc.il j^-o\'ern merit bonds 

Debentures 

Stocks and shares 

Others 


Yen 

168 . 163.000 

336 . 386.000 

324 . 678.000 
16 , 343,000 


A species of investment trust has recently teen established in the 
insurance field. A group of 22 important life insurance companies 
has recently organized the Life Insurance Securities Company Limited 
for the purpose of buying and holding reliable stocks for the joint 
investment of life insurance companies. In view of the restricted mar- 
ket for high-grade stocks, this development is of real significance. The 
institution does not, however, have a permanent charter. 

II, and bond distribution. The investment bank- 

ing business of Japan is conducted by essentially different methods than 
those which prevail in the United States. There are no important 
bond houses as such, the sale of securities being handled chiefly by the 
commercial banking institutions, the trust companies, and the special 
industrial banks. Because the financial institutions are themselves the 
largest purchasers of securities and because of the lack of a broad in- 
vestment market, there arc no elaborate bond distributing organiza- 
tions such as are found in the United States. 

The first underwriting syndicate to be organized by banks in Japan 

The only exteption Is the handling of secured debentures, by speual permission fiom the 
Minister of finance. 
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was for the purpose of underwriting government bonds issued in igro. 
A portion of the issue was also underwritten by spot securities dealers. 
At the present time all large government and private corporation issues 
are usually underwritten by a group of institutions^ but smaller bond 
issues are usually taken up by individual banks or trust companies. In 
the case of stock flotations the entire issue, or the great bulk of it, is 
commonly taken directly by promoters and those associated with 
them and an underwriting syndicate is not required. 

In the United States and in Europe, it is a common practice for 
large investment banking institutions or a group of them acting to- 
gether to purchase a bond or stock issue outright at wholesale, receiv- 
ing for their services a commission as organizers and original risk 
takers in the bond selling enterprise. These houses of first purchase 
then offer the issues to a much larger group of investment institutions 
which participate in the underwriting. In Japan, this practice is seldom 
found. The underwriting group merely guarantees to take over an 
issue that is not sold to the public within a period agreed upon. 

The Instalment Sales companies are the only financial intermediaries 
that might be classified as bond houses. These companies were first 
subjected to government control by an act of April i, 1918. The mini- 
mum capital requirement is 100,000 yen, of which 50,000 must be paid 
up. They operate under a license from the Finance Minister, to whom 
they must make reports semi-annually. 

The purpose of these companies is to encourage thrift among the 
poorer classes and to develop the habit of making savings in the form 
of security purchases. Their operations are limited to the sale of bonds, 
debentures, and other negotiable paper. These institutions have not 
fared well, however, since the establishment of legal control. Between 
1920 and 1928 the number of companies declined from 26 to 10 and 
the paid-up capital from 1,703,000 to 987,000 yen, while the amount 
of contracts for the sale of securities by instalments declined from 
26,934,000 to 6,102,000 yen. The aggregate business of these instal- 
ment houses is thus very small in volume and rapidly declining in 
importance. 


V. PEOPLE^S CO-OPERATIVE INSTITUTIONS 

Co-operative credit institutions have come to play an Important 
role in the financing of small-scale enterprise, both urban and rural, 
and in the encouragement of thrift among the masses of the people. 
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There are twe clearly defined types: the credit unions or co-operative 
societies^ and the “mujin” or mutual loan associations. 

Co-of&ra^ive credit associations. These associations are found 
in both urban and rural communities, the former being authorized in 
1917 and the latter in 1900. There are some 2,600 credit societies 
which devote themselves exclusively to the receiving of savings 
deposits from and the making of loans to members, while there are 
about 9,750 other societies which engage in additional activities* The 
number in 1913 was 8,530 and the membership 954,013, and by 1929 
the number had increased to 12,352 and the membership to 3,637,335* 
Since 1917 these societies have been allowed to receive deposits from 
public corporations and enterprises, and from the families of members. 
These outside deposits have grown rapidly and now comprise 40 per 
cent of the total. The working capital is derived mainly from deposits, 
though, in part, it comes from memlx;rship contributions and loans. 

The rural associations are of much greater importance than those 
in urban centers. The number of rural unions in 1929 was 1 2,i(X), with 
a membership of 3,407,130, while the urban unions numbered only 
252, and the membership 230,205. The relative importance of the 
two types of associations, as revealed by principal items of the balance 
sheet, is shown by the following figures in thousands of yen: 



Rural 

Urban 

C’apitdl paid in 


36,057 

Deposits of mcml>ers 

515,293 

72,056 

Deposits of non-niembcrs 

3 5 1,3 54 

72,906 

Loans due 

736,5 5 1 

109,997 

15 ills disrounted 

— 

17,557 

Deposits in other banks 


42,664 


It is of interest to note that the deposits of non-members in the rural 
banks, though not authorizx-d until 1917, now equal more than 60 
per cent of the member deposits, and that in the urban unions they 
slightly exceed those of members. These institutions are thus in some 
measure general investment banking agencies. 

2. Allied co-operative credit associations, K number of so-called 
allied co-operative credit associations have been formed in recent years. 
They are organized by the co-operative credit societies themselves for 
the primary purpose of supplying capital to and receiving deposits 
from the credit societies, thus facilitating the flow of funds between 
individual credit societies, and promoting their more effective employ- 
ment. These allied associations may also guarantee obligations of the 
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member societies to the Central Bank of Co-operative Societies and 
to the Hypothec Bank. While the number of these associations is still 
small — only 67 at the end of 1929— the volume of business transacted 
has increased seven-fold since 1919. The volume of deposits in 1929 
was 135,172,000 yen, while the loans outstanding amounted to 
59,191,000. 

5, Central Bank of Co~oferative Societies. This Central Bank, or 
chest, as it is sometimes called, was organized in 1923 for the purpose 
of articulating the credit associations in a system comparable to that 
of the commercial and mortgage banking system. Its function is thus 
analogous to that of the Bank of Japan and the Hypothec Bank. It 
not only facilitates the flow of funds among the Credit Societies and 
allied Credit Associations, but it provides funds for seasonal require- 
ments, and it also furnishes what has come to be called in the United 
States “intermediate credit,’’ that is, loans which fall midway, in point 
of time required for their liquidation, between commercial credits and 
mortgage loans. I.oans arc made for periods not exceeding five years. 

The capital of the Central Bank of Co-operative Societies is con- 
tributed by the co-operative societies, the allied co-operatives, and the 
government of Japan. The Central Bank is authori/:ed to issue bonds 
to an extent not exceeding ten times its paid-up capital; and it receives 
deposits both from credit associations and from public corporate 
bodies. The character of the bank’s business is shown by the following 
figures for March 31, 1930. 


(\jpital paid in 
Surplus 

Debenfurt’s issued 

Deposits 

Loans 

Bills diseounted 


26.240.000 \tn 

1,90], 000 “ 

24,2 10,000 “ 

41.012.000 '' 

4H,7(n,0(H) ‘‘ 

“>55,000 


7 'he Central Bank of Co-operative Societies is subject to the super- 
vision of both the Finance Minister and the Minister of Agriculture 
and Forestry. By virtue of its standing, it can borrow from other 
banking institutions; and thus links the co-operative credit institutions 
up with the general credit structure of the country. 

4. The “mujin" loan companies. The so-called “mujin” institu- 
tions arc of ancient origin, and appear to be peculiar to Japan and 
China. Originally they w'cre organized and managed by private indi- 
viduals and were known as “mujin-ko.” About 8o per cent of the 
mujin enterprises of today are, however, organized as joint stock 

146 



the private enterprises being of negHgible Importtoce*^*^ 
The principles of operation are the same in either case* Their function 
is, to furnish capital for productive purposes to merchants, farmers, 
and manufacturers of small means. 

The methods of operation differ somewhat, but a typical illustration 
will serve to disclose the essential principle. The company forms an 
association, consisting of, say, 120 subscribers who meet at regular 
stipulated periods, say, monthly, and contribute 45 yen each. This 
would create each month a loan fund of 5400 yen— of which 400 
yen would be retained as a margin for safety and for expenses. A 
5,000 yen loan may then be made either on a drawing or a bidding 
system. 

Under the drawing system, the lucky person gets a loan of 5,000 
yen, without interest. He must, however, make his contributions in 
each succeeding month, and he is ineligible to compete in subsequent 
draws. Eventually, every member will receive a loan; and in due 
course every loan is liquidated by the borrower's own subsequent instal- 
ments. Those who win the draw in the early months obviously save 
something in interest, while those who are not successful until late in 
the game lose proportionately. The lottery, it will be seen, does not 
involve the principal of the loan. The successful drawer may not, of 
course, immediately require the loan, and he is accordingly permitted 
to sell his loan privilege to another member who is in need of the 
money. 

Under the bidding system, the lottery involves both the interest and 
the principal of the loan. Inasmuch as the need of the various sub- 
scribers for a loan may differ greatly in intensity, this system is ar- 
ranged so that the one with the greatest need is able to obtain the loan, 
at a sacrifice of principal. This sacrifice is the difference between 5,000 
yen, the maximum principal possible (under our illustration) and the 
amount which he is willing to accept in order to obtain the loan at 
this particular meeting. Accordingly, the bidding, which is by secret 
ballot, is on the amount of the deduction that each is willing to accept; 
the highest bidder, that is the one who is willing to accept the greatest 
deduction on the principal, is awarded the loan. It is legally provided 
that the minimum bid must be 70 per cent of the maximum available. 
If the loan amounts to, say, 4,000 yen, the difference would be avail- 
able for immediate distribution among the subscribers. In fact, it is 

By a law of 19U all mujin business must, after five years> be conducted by joint stock 
companies with a minimum paid-in capital of 15,000 yen. 



legally provided that 8o per cent shall be immediately redistributed. 
As in the case of the drawing system, those who obtain the loan in 
the earlier meetings save something on interest; but they are here 
penalized by the smaller principal obtained. Those who procure the 
loans in the later meetings lose something in interest; but since the 
amount of the loans grows larger as the competition in the bidding 
lessens, they receive on account of principal more than they contribute 
through their instalments.^^ On balance the cost of the money bor- 
rowed is greater to those who procure accommodation early in the 
series of meetings. 

The element of luck in the mujin scheme makes a strong appeal 
to the Japanese, and the business has shown a steady growth in recent 
years. The number of companies has increased from 136 in 1916 to 
260 iji 1929. During the same period, the number of subscribers 
increased from 235,000 to 1,437,788 while the capital expanded 
roughly fivefold. The total outstanding loans of the mujin companies 
at the end of 1929 amounted to 444,891,827 yen. 

VI. CONSUMPTIVE CREDIT AGENCIES 

In a country where great masses of the people are near the margiji 
of subsistence, the opportunity for the extension of pure consumption 
credit is inevitably large. The greater part of such credit usually takes 
the form of retail sales on time, but there is also a need of and oppor- 
tunity for consumption loan agencies. In Japan, both private money- 
lenders, or loan sharks, and pawnshops have long been engaged in 
financing people hard pressed for current funds. 

7. Pawnbrokers, Pawnbroking establishments are of three types, 
private, public, and co-operative. Private pawnbrokers have long 
played an important role in furnishing consumptive credit to persons 
in urgent need of accommodation. As in other countries, they make 
loans against chattels and personal belongings. The number of these 
establishments at the end of 1928 is estimated at 15,727 and the total 
loans made that year at 144, 000, OCX) yen. The loans usually run to 
about three times the amount of the capital resources, which would 
make the total capital involved approximately 50,000,000 yen. 

Public pawnshops were authorized by a law which empowered 
public bodies and organizations of social workers to operate pawnshops 
as a social service rather than for profit. They are under the general 

This is the Osaka system, others vary somewhat. 
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supervision, or management, of cities, towns, and villages. In order 
to make it possible for these public pawnshops to advance credit at 
moderate rates, the Treasury Deposits Bureau and the Post-Office Life 
Insurance make loans to these pawnshops at low rates of interest. At 
the end of May, 1928, there were 51 public bodies and organizations 
operating pawnshops and the number of separate establishments was 
84. Their aggregate capital was 1,661,650 yen, and 967,259 yen were 
borrowed from the Treasury Deposits Bureau and the Post-Office 
Life Insurance funds. 

A co-operative pawnshop, probably the only one in the world, was 
organized in 1930 in Tokyo in connection with a co-operative credit 
union. This pawnshop division makes loans only to the members of 
the union. The rates are as low as from 7 to lO per cent, varying with 
the duration of the loan, and the first month^s operation showed a 
thriving business. 

2. Private money-lenders. In Japan, as in most other countries, 
the private money-lender has exploited his opportunities to the full. 
The law fixes the maximum rate of interest that can be charged on 
loans, and forbids rates in excess of these limits as usurious. The maxi- 
mum charges allowed run from 10 per cent for sums over 1,000 yen 
to 15 per cent for sums under lOO yen. Private money lenciers never- 
theless commonly charge rates which amount to more than lOO per 
cent. 

Ingenious methods designed to avoid the appearance of usurious 
rates are employed in making and collecting loans. At the time the 
loan Is made there may be a deduction in advance not only of the 
interest but also from 10 to 20 per cent of the principal by way of 
commission, with further deductions in case of renewals. Or, where 
monthly rates are applied, interest for two months may be charged 
for money lent near the end of one month and collected early in the 
next, and similarly a double charge may be made in a month where 
a renewal is granted. Loans are usually made, however, for three- 
month periods with payments on account of interest and principal 
Ixjing required monthly, semi-monthly, or daily. The last-named 
method of payment is, of course, most common wnth petty borrowers, 
agents being sent out daily to collect the instalments. When loans are 
extended, further deductions may be made. 

No data are available as to the probable volume of business annually 
transacted by these private money lenders but it is believed to be very 
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litsSte f»r«^gf«s8 hsas be«n made iii combating directly tfee Joan 
afaatiE cvilj but the development of public and co-operative pawn- 
i^Kips sbemid provide effective competition. Thus far, personal loan 
departments of commercial banks, such as have developed in the 
United States in recent years, do not appear to have been established. 


The Japanese financial struaure is thus on the whole comparatively 
well rounded. The principal lacks are in the machinery of bond dis- 
tribution and the restricted operations permitted by the stock ex- 
change. Certain questions of credit organization and control and the 
problem presented by the prevailing high interest rates will be dis- 
cussed in Chapter XXII. 
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CHAPTER X 

INSURANCE 

The evolution of large-scale profit-making business enterprise in 
Japan made it necessary either that insurance against commercial risks 
be taken out with foreign companies, or that the insurance business be 
developed within Japan. As we shall sec, the growth of Japanese 
insurance companies has kept pace with the development of railroads, 
shipping, industries, and large-scale commercial organisations. 

The pioneer in the field of insurance was the Tokyo Marine Insur- 
ance Company, formed in 1878. The year 1881 witnessed the in- 
auguration of the life insurance business j but owing to peculiarly 
difficult technical problems no fire insurance companies were organized 
prior to 1889. The rapid development of insurance came following 
the Chino-Japancse War. By 1902 there were more than a score of 
fire insurance companies and as many as 37 companies in the life 
insurance field. There were also three foreign life insurance com- 
panies. With the growth of shipping during this same period, marine 
insurance showed a similar expansion. A national law governing in- 
surance, known as the Insurance Business Law, was enacted in 19CX3, 
and in 1901 foreign insurance companies operating in Japan were sub- 
jected to restrictive regulations. 

In Japan, as in other countries, many new forms of insurance have 
come into existence since 1900. Transport insurance was started in 
T902j military service insurance in 1904^ fidelity insurance in 19075 
engine and boiler insurance in 19095 casualty insurance in 19115 auto- 
mobile insurance in 19145 and burglary insurance in 1916. As a part 
of a social insurance scheme, the government inaugurated, in 1916, 
post-office life insurance, and in 1926 a post-office annuity, which is a 
form of endowment insurance. In 1927, for the protection of the labor- 
ing classes, a system of health insurance was established. 

The relative importance of the various kinds of insurance at the 
end of March, 1929, is shown by the table on page 152. 

In the following pages we present the essential facts with reference 
to the development of the principal forms of insurance. 
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I. LIFE, FIRE, AND MARINE INSURANCE 
The growth of the life insurance business since pre-war days has 
been comparatively rapid. The value of the new contracts let in the 
fiscal year 1913-14 was 278,000,000 yen; in 1923-24 it was 700,000,000 
yen; and in 1928-29, 1,213,000,000 yen. Fire insurance has shown a 


The Insurance Business Classified, March, 1029* 
(In thousands, except first column) 


Kind of 
Insurance 

Num- 
ber of 
Com- 
panies 

Paid-in 

Capital 

Reserves 

Contracts in 

Force ! 

Numberj Amount 

Premi- 
ums Paid 
in Dur- 
ing Year 

Claims 

Paid 

During 

Year 

Life 

40 

21,745 

1,031,959 

4,968 

i 6,052,613 

254,439 

77,614 

Military service 

4 

3,675 

97,066 

919 

1 487,490 

20,194 

675 

Casualty 

6 

41,790 

i 630 

1 52 

1 101,166 

410 

192 

Fire 

50 

99,965 

1 98,506 

12,463 

15,635,339 

83,218 i 

28,319 

Marine 

^5 

82,866 

1 69,349 

517 

1,166,789 

27,176 ! 

18,487 

7’ransport 

‘ 29 

77,115 

2,162 

1 78 

258,249 

1,K32 

179 

Fidelity 

Engine and 

i 1 

3,125 

56 

2 

4,914 

88 

18 

boiler 

1 

125 

44 

1 

4,693 

80 


Automobile 

5 

3S,540 

1,795 

52 

31,186 

1,169 

' ’355 

Burglary 

2 

34,(K)0 

264 

32 

7,236 

58 

34 

W indow glass 

1 

30,CKK) 

100 


25 

1 

— 


'^Japanese Department of Commerce and Industrv, Bureau of Insurance, The hnut 
anre Year Hook, 


similarly rapid growth and greatly exceeds life insurance in amount. 
Marine insurance developed with great rapidity during the war time 
trade and shipping boom, slumped sharply during the early post-war 
years, and again slowly expanded after 1923. Since the bulk of marine 
insurance is on cargo rather than on ships it tends to fluctuate with 
the total volume of trade rather than with the condition of the ship 
ping industry.' 

IT. POST-OFFICE LIFE INSURANCE 

This insurance, which is conducted through some 8,000 post offices 
throughout the country, is under the direction of the Minister of 
Communications. In order to avoid competition with private com- 
panies, the amount of insurance is calculated on the basis of the 
premium — the maximum being fixed at 450 yen. No medical exami- 
nation is required for the contract. In order to prevent fraudulent con- 
tracts, in case of the death of the insured w^ithin one year, the amount 
of the insurance is limited to the actual amount of the premiums paid 

’ Foj t«bl( showing the \alue of new contracts annually made for life, fire, and rnanne 
insuianre, ‘^ee Table 47, p. 446. 
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in; and in case of death within two years, it is limited to half the 
amount of the insurance. These are the principal respects in which 
postal life insurance differs from private life insurance. The growth of 
the post-office insurance is shown in the diagram below, based 
on the value of contracts outstanding at the end of each fiscal year. 

Since 1919 the value of the contracts outstanding has increased ten- 


Growth of Post-Office Life Insurance, 1917-29“ 



AS or MARCH 3! 


" For actu.il figure*- on coiitr.ufs nul other financial diti, see Table 48, p. 446, for data. 

fold. New contracts Jet annually increased rapidly until 1925, but since 
then the growth has been negligible. The number of insured persons 
for each i,000 of the population has increased from 29 in 1919 to 198 
in 1929. 

III. SOOAL INSURANCE 

The only form of social insurance deserving of mention is health 
insurance, which was established by a law of Aprils 1922, with a view 
to the protection of the laboring classes. It is under the direction of 
the Department of Home Affairs. As a result of the earthquake of 
1923 actual operation was, however, postponed until January, 1927. 
This insurance is compulsory for all employees in factories and work- 
shops coming under the control of the factory or mining laws (exclu- 
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sive of clerical workers with an annual income of over i,200 yen), 
while it is voluntary for those in civil engineering, transport, and 
other specified businesses. 

The insured is entitled to receive during enforced idleness result- 
ing from illness or accident attributable to his work 6o per cent of 
his regular wages, and free medical care for a period not to exceed 
i8o days. In case of child-birth, a working mother receives 6o per 
cent wages, together with an allowance of 20 yen, for lO or 1 1 weeks. 
In case of death, funeral expenses corresponding to 30 days’ wages 
are paid to the family of the deceased. 

An employer of more than 3(X) insurants may form, and an em- 
ployer of over 500 insurants may be required to form, a health 


Growth of Social Insurance, 1927-2^>* 
(In thousands) 



Issued by the Government 

Issued by Health Insurance 
Associations 

Fiscal 

Year 

Number 

of 

Insurants 1 

Annual 
Premiums 
Paid In 

Claims 

Paid 

During 

Year 

Number 

of 

Insurants 

Annual 
Premiums 
Paid In 

Claims 

Paid 

During 

Year 

1926 27^ 

1927- 28 

1928- 29 

1,141 

1,115 

1,161 

3,4% 

17,411 

18,735 

3,309 

16,726 

16,655 

801 

774 

773 

4,359 

18,050 

18,081 

3,768 

17,507 

16,493 


* Japanese Government, Bureau of Statistics, Statist uaJ Annual, 
For three months only. 


insurance association to undertake the insurance business of its mem- 
bers under the control of the government. There were 350 such 
associations at the end of the financial year 1929-30. I"or those who 
are not members of any such associations the government itself under* 
takes the insurance business. 

The government treasury contributes about one-tenth of the total 
expense of the insurance (2 yen annually per person is the limit). 
The rest of the expenses are as a rule shared equally by the employer 
and the employees, although in businesses of exceptional risk the 
employer may be required to bear two-thirds of the cost. In the case 
of health insurance associations, the premium is now on the average 
rate of 4.5 sen per yen of the daily wage of the insured. In the gov- 
ernment managed insurance, it is 8 sen per yen in coal mining, and 
4 sen per yen in other industries. The growth of both types of social 
insurance is Indicated in the table above. 



Whik there is no system of compulsory unemployment Insurance 
in Japan, the practice on the part of employers of granting dismissal 
and retirement allowances is widespread. As we shall see in Chapter 
XIX this practice has its roots in the old patriarchal relationship of 
master and servant which prevailed in Japan until after the beginning 
of the Meiji era. 
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CHAPTER XI 

THE SYSTEM OF PUBLIC FINANCE 

The rapid expansion of the economic life of Japan under the fos* 
tering influence of the government and the efforts put forth to Ix^come 
a great Imperial power have naturally necessitated the raising of 
large and steadily increasing amounts of revenues by the treasury and 
the creation of an effective system of public finance* Moreover, as 
we shall see, these developments have involved an extensive resort 
to public credit, which in recent years, as a result of accumulating 
debts, has complicated the problem of maintaining financial stability. 
In this chapter we shall present the essential facts with reference to 
the development of public finance — national, colonial, and local — 
showing the results of fiscal operations over a period of years, analyz- 
ing the revenue accounts, and classifying the expenditures for different 
purposes. In the following chapter we shall show the effects of gov- 
ernment fiscal operations over a period of years upon the growth of 
the public debt. 

I. NATIONAL GOVERNMENT FINANCE 

Under the Tokugawa regime, the public revenue, which was typi 
call) inadequate and unstable in amount, was derived almost entirely 
from a tax on land, payable in rice or moncy.^ There existed no go\^- 
ernment budget or system of financial accounting and control. In the 
early days of the Mciji era, the condition of public finance continued 
to be unsatisfactory, and it was not until after the adoption of the 
Imperial constitution in 1889 that a system of state financial admin- 
istration was established. 

The budgets of most countries are complicated affairs — commonly 
involving, in addition to ordinary receipts and expenditures, certain 
special, annex, or extraordinary items which arc handled in separate 
accounts. Moreover, the proceeds of loans are frequently included 
as a part of revenues, and on occasion government bonds are issued 
for the purpose of meeting obligations which otherwise would require 
cash outlays — as, for example, in defraying the cost of war devastation 


^ I'hf system of expressing^ Income in terms of so many bushels of rice was not abandoned 
until March, 1876. 
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in France and of earthquake damages in Japan. Accordingly^ the 
ures which are periodically published by governments purporting to 
show the precise condition of national finances are almost universally 
misleading; even the treasury officials themselves rarely know what a 
comprehensive, all-embracing set of accounts would show. The Jap- 
anese accounts are typical in this respect, though they arc distinctly 
better than those of some leading countries. 

As a preliminary to presenting a statement of Japan’s fiscal condi- 
tion it is necessary to describe the system of financial administration. 

j. The fiscal system. The Imperial constitution provides that 
both revenues and expenditures of the state must be set forth in the 
form of an annual budget for approval by the Imperial Diet, and 
that the final figures shall be verified and confirmed by a board of 
audit, the report of which shall also be submitted to the Diet. The 
financial year is from April i to March 3r. 

A sinking fund for the public debt was established in 1906. Accord- 
ing to present regulations, a sum not less than 0.0116 of the amount 
of the total debt (minimum amount in any case 30,ooo,(X)0 yen) 
outstanding at the beginning of the preceding financial year must be 
appropriated to the sinkiiig fund of both general and special accounts.^ 
Moreover, since 1927 not less than one quarter of the treasury surplus 
of the second financial year preceding shall be used for debt refunding. 

Besides the genet'a! account there are more than 30 special accounts, 
l^he special accounts are of several types: (i) those pertaining to the 
finances of the colonies; (2) those pertaining to certain government 
enterprises; and (3) certain miscellaneous accounts. The finances of 
the various colonial governments are handled separately, in part 
because of their quasi independence, and in part with a view to indi- 
cating their precise status as separate operating units. In most cases, 
as we shall wSee, they receive contributions from the central govern- 
ment. 

Among the enterprises conducted by the government, we find that 
several different methods of accounting are employed. First, there 
are a number of enterprises, the accounts of which are entirely inde- 
pendent of the general account (or budget) of the government. In 
the case of the government railways, as pointed out in Chapter V, any 

'^Critain loans, howevei, contain special provisions with reference to tlie sinking' fund, the 
6 t; pt'i cent dull ir bonds floated in Ne'vi' Yuik in 1924 lequlted a sinking fund equal to thiee 
to four nilllion doll irs innuall}^, and the 9 <; per cent loan of 1910 iequn<d amrn tl/atlon In 
to ve.us beginning with 193 > through semi-annual Instalments, The obligations constitute 
a pnoi chuge ngalnsf annual appropnations, 

M7 



net profits earned may be used for extension and improvements^ and, 
in case of a deficiency of revenue, loans are floated by the government 
and charged against the railway account rather than against the gen- 
eral account. Since 1928 the accounts of the government iron works 
have been treated like those of the government railways but prior to 
that time the profits, or deficits as the case might be, were transferred 
to the general account. (As a rule, revenues exceeded expenditures.)® 

Second, receipts and disbursements of the postal, telegraph, and 
telephone services are handled as an integral part of the general 
accounts. The revenues are recorded separately as gross figures^ while 
expenditures for operation are included within the general outlays of 
the Department of Communications. Hence, it is impossible to show 
the net results of the operation of these services. (See, however, 
further discussion on pages 167-68.) 

Third, there are certain government enterprises, the accounts of 
which are handled separately, but the net revenues or deficits from 
which are eventually transferred to the general account. The most 
important of these are the tobacco, salt, and camphor monopolies, 
which were established shortly after the war with Russia for the pur- 
pose of increasing government revenues. The salt monopoly, how- 
ever, has since been administered rather with a view to providing 
this necessity at low and stable prices. The camphor monopoly handles 
the purchase and sale of camphor and camphor oil and supplies the 
bulk of the world demand. The revenues from these monopolies have 
shown a steady and substantia] growth and now constitute a very 
important source of government revenues.* ** See Table 50 on page 447. 

Fourth, there are a number of other government enterprises giving 
rise to special accounts which involve a twofolci relationship to the 
general account. The special accounts for the military and naval 
arsenals, naval powder works, naval fuel plants, and army woolen 
mills receive appropriations for fixed capital requirements from the 
general account j and any net profits derived are transferred to the 
general account. The accounts of the Government Printing Office are 
handled in the same manner. The special account for the Mint receives 
appropriations from the general account for fixed capital, the net 
profits of which are retained and set aside as a reserve fund ; though 

* In 1929 the revenues were 170,525,674 yen, and the expenditure^! 155,644,677 yen. 

For a full account of the Japanese camphor monopoly, the leader is referred to Wallace, 
Benjamin B, and Xdminatcr, Lynn R,, Internattonal Control oj Rare Ma/ertah, 19^0, pp. 

57 ' 7 ‘>- 
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if my fixted capital is subsequently liquidated the proceeds are trans- 
ferred to the general account. The accounts for the Post-Office Life 
Insurance and Annuity System and for the Health Insurance receive 
appropriations, if necessary, from the general account ; but any net 
profits earned are entered in a reserve fund. Mention should also be 
made of the special account resulting from the ^^rice control” (see 
discussion, page 248). This account is theoretically independent of 
the general account, but if losses are incurred they will, in practice, 
become a charge against the general account. 

War-time financing has also typically been handled in special or 
extraordinary accounts. Thus neither the loans raised nor the expendi- 
tures appear in the ordinary fiscal operations. The only exception is 
found in connection with the outlays incident to the Boxer War of 
1900. 

In addition to the foregoing classes of special accounts there are 
miscellaneous accounts which have been created for one purpose or 
another. The National Debt Consolidation Fund takes charge of the 
financial administration of the government debt, receiving annually 
from the general account** a fixed sum with which to meet sinking 
fund and interest obligations. The State Property Fund handles dis- 
bursements and receipts incident to state property. The Treasury 
Deposits Bureau manages the receipts derived from the deposits of 
postal savings and other savings institutions, bails, etc., and it also 
handles the funds of most of the special accounts. The Government 
Loan Fund receives and temporarily deposits proceeds of government 
loans, transferring them to the general account or to the proper 
special accounts as they are required. The Education Fund consists 
of a portion of the indemnities received from China after the Chino 
Japanese War. Other special accounts include those for universities, 
colleges, schools, and libraries, each of which receives an annual 
appropriation from the general account. 

2, Results of fiscal operations. The condensed statements of reve- 
nues and expenditures, as published annually by the Finance Depart- 
ment (see illustration, page r6o), do not accurately indicate the status 
of government finances. In the first place, they are for the general 
account only and thus do not cover the entire range of fiscal opera- 
tions*, second, the revenue figures include receipts from loans as well 
as from taxes and other non-borrowed sources; third, the accumulated 

® The debts 'iscribahle to the lailway and the iron foundry are, however, financed from tl^e 
special accounts. 


*59 



surplus at the end of each year is treated as revenue in each new year; 
and fourth, current obligations which are sometimes met by means 
of the delivery of bonds, in lieu of cash, are not included. 

The inclusion of loans as a part of current revenues obviously ob- 
scurcs the true situation. The practice of treating accumulated surplus 
as a revenue for the succeeding year, which may be technically justi- 
fied on the ground that this accumulated surplus is ^Vcceived into” 
the new year’s accounts, greatly increases the apparent revenue (be- 
cause of the policy that was followed, prior to 1927, of accumulating 
a large surplus rather than reducing the public debt). 

The meeting of current obligations by the delivery of bonds is 
tantamount to the making of loans with which to meet current ex- 


Official Form of Condensed Siatemeni of General Account, 1914-20 
(In thousands of yen) 



1 


Surplus (-f-) 

Year Fnding March 31 

Revenue j 

Expenditure 

or 

Dcficiencv (-) 

1914 

721 ,975 

571,634 

■f 148, 342 

1915 1 

734,648 ' 

648,420 

4 86,228 

1910 

708,616 

583,270 

f 125,347 

1917 

813,308 

590,795 

+ 222,511 

1918 

1,084,958 

735,024 

4^U9,934 

1919 

1,479,116 

1,017,036 

4462,081 

1920 

1,808,633 

1,172,328 

4 636,305 


penses. When a loan is floated the government receives cash, which it 
pays over to its creditors; when bonds are employed in lieu of cash, 
the public debt is equally increased. The only difference is that, in 
the first case, the government assumes the task of raising cash through 
the sale of its bonds, while in the second case the recipient of the 
government bonds has the task of selling them for cash. This practice 
of paying obligations with bonds obscures the true budget situation 
since the bond issues are not included along with other loans nor are 
the outlays included under expenditures. 

The form in which the general accounts are published is shown by 
the table on this page, the years 1914 through 1920 being used for 
purposes of illustration. 

To show the condition of the general account accurately it is neces- 
sary to separate borrowed from non-borrowed revenues, and to elim- 
inate the surplus carried forward from the revenue items. In the table 
on page i6i which, with the aid of the Bank of Japan, has been 



Expenditures and Revenues or the General Account, 1892-1930 
(In thousands of yen) 


Year 
Ending 
March 31 

Expenditures 

Non> 

borrowed 

Revenues 

Surplus (-f) 
or 

Deficit (-) 

lA)ans 

E'loated 

for 

General 

Account 

Accumu- 

lated 

Surplus^ 

1892 


83,556 

78,888 

- 4,668 


19,676 

1893 


76,735 

81,786 

4- 5,051 

— 

24,727 

1894 


84,582 

89,042 

H- 4,460 

— 

29,188 

1895 


78,12') 

68,983 

- 9,146 

— 

20,041 

1896 


85,317 

98,391 

4- 13,074 

— 

33,116 

1897 


168,857 

150,927 

- 17,930 

2,977 

18,163 

1898 


223,679 

171,837 

- 51,842 

36,390 ; 

2,711 

1899 


219,758 

181 ,990 

- 37,768 

35,35.5 

297 

BXX) 


1 254,166 

218,792 

- 35,374 

1 35,166 

89 

1901 


! 292,750 

257,626 

- 35,124 

38,140 

3,105 

1902 

1 

266,857 

239,532 

- 27,325 

31,722 

7,502 

1903 


289,227 

277,098 

- 12,129 

12,741 

8,115 

1904 


249,596 

245,225 

- 4,371 

6,881 

10,625 

1905 


277,056 

310,255 

+ 33,199 

6,587 

50,411 

1906 

1 

420,741 

410,920 

- 9,821 

73,925 

57,161 

1907 

1 

464,276 

457,779 

~ 6,497 

15,508 

65,975 

ms 


602,401 

791,108 

+ 188,707 

— 

254,683 

1909 


636,361 

539,431 

- 96,930 

824 

158,576 

1910 


! 532,894 

516,390 

1 - 16,504 

2,580 

144,653 

1911 


1 569,154 

525,382 

1 - 43,772 

1 2,839 

101,248 

1912 


585,375 

544,744 

- 40,631 

‘ 11,201 

71,818 

1913 


593,596 

597,248 

+ 3,652 

18,S27 

93,796 

1914 


573,634 

615,285 

4 41,651 

12,895 

148,342 

1915 


648,420 

575,617 

- 72, 80S 

10,689 

86,228 

l9Uj 

1 

583,270 

620,683 

, 4 37,413 

1,705 

125,346 

1917 


590,795 

686,386 

1 4 95,591 

1,577 

222,513 

1918 


735,024 

845,461 

1 4-110,437 

16,984 

349,902 

1919 


1,017,036 

1,100,859 

+ 83,823 

28,355 

462,080 

1920 


1,172,328 

1,S27,463 

4lS5,nS 

19,090 

436,305 

1921 


1,359,978 

1,110,716 

- 49,262 

t 53,632 

640,674 

1922 


1,489,856 

1,172,004 

- 117,852 

i 53,033 

575,856 

1923 

1 

1,429,690 

1,484,564 

+ 54,874 

1 26,926 

657,656 

1924 


1,521,050 

1,352,601 

-168,449 

35,041 

524,248 

1925 


1 ,625,024 

1,475,174 

149,850 

127,970 

502,349 

1926 


1,524,989 

1,522,431 

- 2,558 

! 4(>,590 

546,381 

1927 


1,578,826 

1 ,475,947 

-102,879 

34, Ok^ 

477,535 

1928 


1,765,723 

1,524,126 

-241,597 

i 61,094 

297,032 

1929 


1,814,855 

1,551,574 

-263,281 

157,085 

190,836 

1930 


1,7?6,^17 

1,535,746 

~2(K), 571 

1 99,862 

90,128 


* Compiled by the Bank of Japan from Final Accnunt\ oj Government Revenues and 
Expenditures as presented to the Imperial Diet by the Japanese (Government, 

Authorized transfers have occasionally been made from the accumulated surplus 
accounts to special accounts without being charged to expenditures. As a result, the annual 
change m accumulated surplus does not always exactly equal the sum of the corresponding 
amovints given in the *‘j?urplu$ or deficit’’ and “loans floated” columns. 



especially compiled from available materials, we show for the gen- 
eral aaount the annual expenditures, non 4 x)rrowed revenues, the 
resulting surplus or deficit, the loans floated, and also the accumulated 
surplus which the treasury holds at the end of each year, for the fiscal 
years 1892 through 1930. 

While these figures are for the general account only, it is apparent 
from the foregoing description of the relations between the general 
and the special accounts that they include all funds which are trans- 
ferred from special accounts to the general account and all disburse- 
ments made from the general account to the special accounts. Inas- 
much, however, as only the net revenues or deficits are thus trans- 
ferred” the general account does not show the aggregate expenditures 
and revenues of the general and special accounts combined. 

These figures of the general account do not, moreover, completely 
reveal the net results of all government operations. They still do not 
include the loans floated by the special accounts, or the delivery of 
bonds in lieu of cash in meeting certain obligations. The most im- 
portant loan flotations outside of the general accounts are those of the 
railways and iron foundry, of the colonial governments, and of the 
special war accounts. Since the railway and the iron foundry Joans 
are directly productive in character (see discussion, page 163), they 
do not impose a fiscal burden. The loans of the colonial governments, 
which are obligations of Japan proper, are shown on page t8o. 

The practice of carrying the extraordinary loan revenues and 
expenditures of wars in special accounts naturally renders the figures 
of the general account quite misleading as to general trends. Such 
loans floated for the conduct of the Chino- Japanese War amounted 
to 116,804,926 yenj for the Russo-Japanese War to 1,418,731,228 
yen^ and for the World War to 555)798,705 yen,^ 

The delivery of bonds in lieu of cash derived from the sale of 
bonds is a device which has been employed for such purposes as the 
following: Abolition of the feudal system;® grants for services ren- 
dered; purchase of railways (for which real values were received 
in the form of profitable enterprises); retirement allowances; general 
relief work; earthquake reconstruction and financial losses; the liqui- 
dation of “Nishihara loans”;® compensation to shipyards in connection 

^ Some minor exceptions were noted jbovc. 

^ For the detailed figures of these accounts sec Table 49, p. 447. 

^ When the feudal system was abolished, the government agieed to compensate individuals 
fot propel tv losses sustained, and compensation made through the issue of bonds still continues. 

* Sec Chap. XIV, p. 220. 
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with limitation of naval armaments^ compensation to the Bank of 
Japan for losses resulting from advances for Taiwan relief following 
the panic of 1927^ etc. The detailed figures for these bond issues from 
1922 to 1930 are given in Table 53, page 449. The total for this 
period aggregates 856,550,450 yen. The largest items are for earth- 
quake reconstruction and losses, Taiwan relief, and ‘‘Nishihara loan” 
liquidation, Detailed figures for the period before 19^2 are not avail- 
able, but the amounts are included within the total public debt 
figures. 

While it is thus impossible to combine the general and special 
accounts in such a way as to reveal the net results of all fiscal opera- 
tions, this end may nevertheless be attained by another means. All 
expenditures in excess of the receipts from taxes and other current 
income necessarily involve borrowing operations^ hence the accumu- 
lated annual deficits are registered in the growth of the public debt 
outstanding. Allowance must, however, be made for the fact that 
the Japanese treasury, as indicated in the table on page 161, has 
ordinarily maintained a surplus of considerable size. The difference 
between the change in the public debt and the change in the surplus 
thus represents the annual net results of all fiscal operations.’^’ Since 
the public debt figures include the debts of the colonies, we are 
combining the accumulated surplus of the government of Japan 
proper with that of the colonial governments. Inasmuch as the rail- 
way and iron foundry finances are handled in separate, self-sustaining 
accounts and impose no fiscal burden upon the government, that por- 
tion of the public debt attributable to these productive operations is 
excluded from the table on page 164. 

It will be seen from the last column of the table and the chart that 
the condition of government finances during the early nineties was 
eminently satisfactory, the outstanding debt actually showing some 
decline. The Chino-Japanese War resulted in moderate deficits, which 
continued until 1900, in which year they were increased by the ex- 
penses incident to the Boxer War, which amounted to 28,000,000 yen. 
During the next four years the situation was fairly satisfactory, but 
then came the huge deficits of the Russo-Japanese War period. Be- 

statement is not exactly precise because an increase or decrease of the public debt is 
sometimes attributable to conversion operations} for example, if 100,000,000 yen of 6 per 
cent bonds were retired and replaced by ^ per cent bonds vihich had to be sold at 90, the par 
value of the bonds outstanding vtould have to be increased by something like 10,000,000 yen. 
The capitalixation of unpaid interest would also Increase the public debt. 



Net Results of Fiscal Operations, Japan Proper and the Colonies, 1892-1030 
(In thousands of yen) 


Year 
Ending 
March 31 

Government 

Debt 

(Exclusive of 
railway and 
iron foundry)** 

Change in 
Government 
Debt** 

Accumu- 

lated 

Surplus 

Change in 
Accumulated 
Surplus** 

Net Change 
in Govern- 
ment’s 
Financial 
Position® 

1892. 

225,386 



19,675 



1893. 

224,926 

640 

24,727 

5,052 

5,512 

1894 

211,049 

- 13,877 

29,187 

4,460 

18,337 

1895 . 

207,057 

- 3,992 

20,041 

- 9,146 

5,154 

1896 

293,104 

86,011 

33,115 

13,074 

- 72,937 

1897 

316,898 

23,794 

18,162 

- 14,953 

- 38,747 

1898 

332,685 

15,787 

3,506 

- 14,656 

- 30,443 

1899 

341,079 

8,394 

1,361 

- 2,145 

- 10,539 

1900.. 

401,873 

60,794 

1,191 

170 

- 60,964 

1901. . 

409,050 

7,177 

3,899 

2,708 

4,469 

1902 . 

418,018 

8,968 

7,904 

4,005 

4,963 

1903. 

435,900 

17,948 

9,205 

1,301 

- 16,647 

1904 

445,168 

9,202 

11,552 

2,347 

6,855 

1905 . 

888,698 

443,530 

53,854 

42,302 

- 401,228 

1906 

2,080,390 

1,191,692 

62,131 

8,277 

-1,183,415 

1907. 

2,170,781 

90,391 

71 ,333 

9,202 

- 81,189 

1908 

2,074,025 

- 96,756 

263,545 

192,212 

288,968 

1909 

2,029,945 

- 44,080 

166,321 

- 97,224 

- 53,144 

1910,. 

1,977,467 

52,578 

156,163 

- 10,158 

42,420 

1911. 

2,037,794 

60,327 

120,555 

~ 35,608 

95,935 

1912 

1,971,152 

- 66,642 

92,421 

- 28,134 

38,508 

1913. 

1,960,806 

- 10,346 

118,111 

25,690 

36,036 

1914 

1,855,463 

-105,343 

169,227 

51,116 

1.56,459 

1915. 

1,7S7,4<>9 

- 67,964 

100,207 

- 69,020 

1,056 

1916 

1,769,667 

~ 17,832 

140,363 

40,156 

57,988 

1917 

1,747,622 

- 22,045 

249,133 

108,770 

; 130,815 

1918 

1,933,799 

186,177 

397,667 

148,534 

! - 37,643 

1919 

2,258,027 

324,228 

528,983 

131,316 

! - 192,912 

1920 

2,442,584 

184,557 

701,872 

172,889 

I - 11,668 

1921 

2,883,217 

440,633 

695 , 366 

- 6,500 

- 447,139 

1922 

3,(H7,869 

164,652 

626,810 

- 68,5.56 

- 233,208 

1923 

3,235,492 

187,623 

697,249 

70,439 

- 117,184 

1924 

3,570,393 

334, 

.561,260 

-135,898 

- 470,890 

1925 

3,642,645 

72,252 

543,122 

- 18,138 

- 90,390 

1926 

3,703,578 

60,933 

.598,586 

55,464 

5,469 

1927. 

3,815,557 

111,979 

551,669 

- 46,917 

' - 158,896 

1928 

3,978,674 

163,117 

372,608 

-179,061 

- 342,178 

1929 

4,298,609 

319,935 

265,385 

-107,223 

- 427,158 

1930 

4,378,50^ 

79,894 

145.976 

-119,409 

- 199,303 


^ Compiled bv the Bank, of Japan from Final Accounts of Government Revenues and 
F.xpenditures as presented to the Imperial Diet by the Japanese (Tovernment. 

Prior to igo8 the figures are for debt outstanding at the end of calendar years, fiscal 
year data not being available. 

** Minus sign indicates decrease in debt. 

^ Minus sign indicates decrease in surplus. 

^ Minus sign indicates deterioration in financial position. 
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Annual Chance in Financial Position, Japan Proper and 
THE Colonies, 1B93-1929 



tween 1907 and 1914 the situation was very good, with non-borrowed 
revenues usually exceeding the expenditures. During the war years 
the situation showed still further improvement. Beginning with the 


Relaiive Importance of Dirfct and Indirect Taxes, 
1892-1929*^ 



’ See Table ?i, p 44^, fur datj 

fiscal year 1917-18, however, substantial deficits again appeared j and 
they have continued to the present time. The possibility of improve- 
ment in the future will be given consideration in Chapter XXL 
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j, Amlysis of r^vmues. The Japanese government derives its 
non-^borrowed revenues from three principal sources*— direct taxes, 
indirect taxes, and government enterprises and properties. The largest 
source of income at the present time is from the indirect levies. A 
striking feature of the Japanese revenue system is the exceptionally 
large return which is yielded by government enterprises and proper- 
ties. 

The taxation system of Japan, like that of other countries, has been 


Tax Revenues for Year Ending March 31, 1929® 


Source 

In 1 housands 
of Yen 

a 

Percentage of 
Group Total 

Direct taxes 

460,398 

100 

0 

Income tax 

206,741 

44 

9 

Land tax 

67,821 

14 

7 

Registration fees 

60,321 

n 

1 

Business profit tax 

S7,870 

U 

t) 

Inheritance tax 

29,224 

6 

4 

lax on the interest of capital | 

16,204 

3 

5 

Stamp duties 

5,67'?'^ 

1 

2 

Tax on the issue of bank notes 

S,649 

1 

2 

Mining tax 

5,S9l 

/ 

2 

Tax on hunting license 

1,878 

0 

4 

Bourse business tax 

1,6^0 

0 

4 

Tonnage duties 

1,599 

0 

3 

Others 

195 

0 

1 

Indirect taxes 

523,377 

m 

0 

txcise on liquors 

235,749 

45 

1 

Soft drinks excise 

4,224 

0 

8 

Customs duties 

150 944 

2S 

H 

Sugar excise 

83,216 

15 

9 

Excise on textile fabrics (except cotton fabrics) 

40,266 

7 

7 

Tax on bourse transactions 

8,978 

1 

7 

OiHER REVENiFS IN STAMPS (unclassified) 

j 18,705 

m 

0 


• Compiled by the Bank of Japan from Fina/ Accounts of Government Revenues and 
Expenditures as presented to the Imperial Diet by the Japanese Government 
** Estimated 


developed, not m pursuance of a theoretically sound and coherent 
program, but unmethodically, by the addition of new taxes to old 
ones, and by an occasional general revision of the system. It was not 
until 1910 that the government undertook a general revision of the 
taxation system that had developed by the gradual process of accretion. 
A second general revision took place in 1926 and a third m 1927, 
both of which were extended to colonial and local systems, as well 
as to the national government. 
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Mi-t receipts: Ven 

Camphor, tobacco, and salt monopolies 177,201,523 

Dividends 9,603,639 

Printing office 1,956,275 

Naval arsenal, fuel plant, etc. . I,871,K62 

Sale of State properties . . 763,904 

Government woolen mill 3,127 


Gross receipts. 

Postal, telegraph, and telephone services 2 33,412,966 

State forests 42,874,818 

Piisons 6,505,893 


191,400,330 


282,793,677 


The revisions of 19216 and 1927 were intended to provide for a 
more equitable distribution of the tax burden in the interests of 
social welfare. The most important changes were the abolition of the 
transit duty and of excises on patent medicines, soy beans, and cotton 
fabrics j the raising of the exemption limit on income and inheritance 
taxes j the establishment of an exemption limit on land owned by 
peasant proprietors; and the replacement of the business tax by a 
business profits tax. The yield from the various forms of taxes in 
1928-29 is shown by the table on page 166, and the relative impor- 
tance of direct and indirect taxes over a period of years is shown 
by the diagram on page 165. 

The government enterprises and properties which produce the 
largest revenues are the camphor, salt, and tobacco monopolies and 
the postal, telegraph, and telephone services. As we have already 
seen, the receipts from the postal, telegraph, and telephone operations, 


RELArivB. Growth or Principal Forms of Revenue*' 


excise ON If- fNCOMC tax camnmon. ro»Ac- customs our les oeveNue stamnm 
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' Sfc T iblc ^o, p 447, for data. 


state forests, and prisons, as recorded in the revenue statements, are 
gross figures, the expenditures being included under the general 
outlays of the departments which administer them. It is, therefore, 
impossible to show the net profits derived from these sources. As to 
the postal, telegraph, and telephone services, however, it has been 
stated in the Diet that the expenditures incurred in connection with 


Classiucation of Expenditurps, 1929*' 
(In thousands of yen for year ending March 31) 


Expenditure 

Amount 

Percentage 
oJ Total 

Military expen<;es 

308,094 

J7.0 

Other expenses of Departments of Army and Navy 

209, 14S 

11 5 

National debt services 

28.5,700 

/5 7 

Earthquake relief and reconstruction 

1K5,7.S7 

10 2 

Educational expenses 

146,380 

S.l 

Pensions and annuities 

142,047 ! 

7.8 

Payments to “special accounts” 

27,0441^ 

1 5 

Tax collection expenses 

22,989 

/ 3 

Allowance for Imperial Household 

4,500 

0 3 

General administrative and sundry 

48^,201 

26.6 

Total 

1,814,855 

i 100 0 


* Compiled by the Bank of Japan from Final Accmnt^ oj Government Revenut f and 
Expenditures as presented to the Imperial Diet by tlie Japanese (»()V(.rnm( at. 

Exclusive of payments for national debt services and educalional cx}Hn''CS, which are 
given separately. 


their operation equal approximately 8o per cent of the gross receipts. 
In addition to the receipts from government enterprises and prop* 
erties there is usually some small income from other special accounts, 
the amount received in 1928-29 being 26,813,000 yen. 

The classified receipts from government enterprises and properties 
fur the year ending March 31, 1929, compiled by the Bank of Japan, 
are shown in the table on page 167. 

Dhe changes in the relative importance of the major sources of 
revenue over a period of years are indicated in the diagram on page 

167. 

It will be seen that the excise on liquors yields substantially more 
than does any other single source of revenue. The Income tax has 
become the next most important source of revenue, followed closely 
by the camphor, tobacco, and salt monopolies, and customs duties. 

4. Analysis of expenditures. The expenditures of the Japanese 
government for the year 1928-29 are shown in the table above. 

It will be seen that three or four items comprise the bulk of the 



total outlays. Tax collection expenditures are relatively small and, as 
a matter of fact, have shown no expansion during the last ten j'ears. 
The payments to special accouiits have also shown little change 
during the past decade, and they are much smaller than they were 
during the war years. The allowance for the Imperial Household has 
stood at 4,500,000 yen since pre-war days. 


Rfxative Growth of Principal Forms of Expen dititres* 

NATiOHAL DC- SeNSfML AOMN- NATIONAL tXBf COUCATfON PBNSIONS AN0 

f£NS£ 1ST Nation senvice annuuies 



^ ^ ^ ^ s:;: 

YEAN ENDING MARCH 3! 


Stt I able p. 44S, toi dita. 

The relative importance of the major items of expenditure over 
a period of years is shown by the diagram above. The striking 
features of this diagram arc the increases since 1913-14 in the propor- 
tion which goes to the maintenance of national debt services, pensions 
and annuities, and education. The military expenses increased re- 
markably until 1922, but since then there has been a substantial de- 
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dine. The budget experience of the last few year$ and immediate 
situation are discussed in Chapter XXI. 

II, LOCAL GOVERNMENTS 

The local government units in Japan proper include 47 prefectures, 
109 cities, 1,072 towns, and 10,043 villages. In 1890 the local au- 
tonomies were placed under the general supervision of the Depart- 
ment of the Interior,^^ and the financial year was made the same as 
that of the national government, namely, from April i to March 3 1 . 
Annual budgets and final accounts must be approved by the pre- 
fectural or the municipal assemblies and must have the sanction of 
a superior administrative body. The total expenditures of these local 
autonomous bodies are comparable in magnitude with those of the 
national government. 

/. Revenues and expenditures compared. The results of the 
budget operations of all local governments since 1892 are shown in 
the diagram on page 171. 

It will be seen that the expenditures have continuously exceeded 
the non-borrowed revenues, including the contributions from the 
eeptral government, and that large loans have had to be floated 
^ifvery year. The amount of the loans (see Table 56, page 452) does 
not, however, exactly equal the amount of the deficit. When the 
loans exceed the deficit, the balance serves to increase the accumu- 
lated surplus of the local treasury, and when the loans do not equal 
the deficit the surplus is correspondingly reduced. As the table on 
page 452 indicates, a substantial surplus has ordinarily been main- 
tained. The size of the deficit and the amount of the loans raised in 
recent years have been sources of much concern. It will be noted, 
however, that the peak of loans was reached in 1927. 

It will be of interest to reveal separately the results of fiscal opera- 
tions in the principal cities of the country. In the table on page 182 
we give the surplus or deficit and the loans raised annually for the 
period 1914 to 1930 for the six largest cities in Japan. 

As in the case of all local governments, the deficits have increased 
very markedly since 1920. Save in Tokyo and Kyoto, the total deficit 
and the loans raised have, however, been materially smaller since 
1928. 

2. Revenues. Local systems of taxation have been reorganized 

All d<»ta in this section are taken from S/aftsttial Report of the Department of Home 
Affatrs and from the Summary of Local Finance compiled by the Japanese Depaitment of 
Home Affairs. 
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Revenue and Expenditure of All Local Governments, 1892-1930“ 



and adjusted from time to time in the light of the revisions that have 
been made in the national taxes. In consequence, the country’s taxa- 
tion system as a whole is reasonably well co-ordinated. Certain taxes 
are reserved exclusively for the municipalities, others for prefectures, 
while in many cases the prefectural and municipal units receive a rate 
or share of the national taxes. This general taxation scheme and the 
amount of revenue derived by the prefectures and municipalities re- 
spectively from the various sources in the latest fiscal year for which 
the returns are available are shown by the following table. 


Local Government Tax Revenues, 1928 29 
(In thousands of yen) 



Independent taxes | 

'Special land tax . . . 

1 House tax 

[Business tax 
^Miscellaneous taxes 

9,473 

43,214 

10,575 

58,652 

Prefectural taxes 

j Rates on | 

national taxes ^ 

derived from 

1 

Income tax 

Land tux 

Business profit tax . . 

Mining tax 

Bourse business tax 

34,701 

73,848 

21,585 

326 

148 


Impost on cities, towns, and villages 

10,385 


Total 


262,<X)7 


fHousehold tax 

Independent taxes j Sp ^hon/cd by 
' [Home and Finance Ministries) 

164,304 

8,654 

16,628 

Municipal (city, town, 
and village) taxes 

Rates on 

national taxes ^ 

derived from 

] 

[Income tax 

I Land tax. 

1 Business profit tax 

I Mining tax 
[Bourse business tax 

11,892 

41,471 

29,877 

347 

163 

j 

Rates on pre- 
fectural taxes 
derived from j 

[Special land tax 

1 House tax 

1 Business tax 
'Miscellaneous taxes'* 

4,887 

51,fK)3 

9,882 

54,701 


Total 


393,809 


• Miscellaneous taxes include among others taxes on carnages and vehicles, electric light 
poles, acquisition of real estate, and various licenses. 


In addition to the taxes and rates, local governments also receive 
large revenues from a number of other sources. These are classified 
as follows: receipts from properties j income from public utilities, 
rents, and feesj compensation for services rendered for superior ad- 



mimstrative bodies 5 contributions from the central government, or 
from prefectures 5 and other revenues, which include miscellatieous 
contributions, income from employment of funds, fines, etc* Taxes 
and rates yield a little more than 50 per cent of the total revenues, 
while the last-mentioned category contributes approximately 30 per 
cent. The amounts derived from various sources over a period of 
years are shown by the diagram below. 

Relative Importance of Principal Forms of Local Revenue, 

1892-1929® 

TAXe^ Aktt IMCOkie XttOk! INCOIXe nfOM COHTAmu- COMA€M$ArJON OrMtA iVCKC- 

AAres public urtt- rioMS ropsemmccs m/cs 


tries, mun BeMoeneB 

ANO recs 



rCAft £NDIMC MAftCN Jl 


" Sec Table 55, p 451, fot detailed annual figures. 

5. Exfenditures, In former years the expenditures of the pre- 
fectural governments were larger than those of the cities, towns, and 
villages combined. In recent years, however, the growth of expendi- 
tures of cities has been remarkable and they now aggregate 43 per 
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cent of the total of all local government outlays. The growth of local 
expenditures as a whole has, moreover, increased more rapidly than 
has the growth of expenditures of the national government. In 1914 

Principal Forms of Expenditures of 


uvcArtM ttm-K tromn 






" See Tabic 54, p 450, ft»r detailed annual figures. 


iMCOiMmemPf 

tmpsrmes 



the national expenditures included in the general account amounted 
to 573,633 ,cx) 0 yen, as compared with 284,907,000 yen for local ex- 
penditures; the corresponding figures for 1929 were 1,8 14, 855, (XX) 
yen for national and 1,770,109,000 for local expenditures. 

The growth in expenditures since 1891, classified by major pur- 
poses, is shown in the diagram on pages 174-75. In the earlier years 
the largest expenditures were made for public works, including roads, 
bridges, river embankments, and other highway improvements, but 
shortly before the World War education took the leading place. The 
increase of expenditures for this worthy purpose has been very rapid 
and this item now represents 27.0 per cent of the total. Expenditures 
for sanitation, for town planning, for social purposes, and for the 
encouragement of industries have also shown rapid advancement in 
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recent years. It will be seen that a considerable percentage of these 
expenditures has been directly and indirectly productive in char- 
acter. 

Local GIovernments, 1893-1929* 
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III. THE COLONIAL GOVERNMENTS 

As has already been pointed out^ the finances of the Japanese 
colonies and mandated territory are handled separately from those 
of Japan {proper. Inasmuch, however, as the expenditures typically 
exceed the revenues, including the proceeds of loans, they receive 
considerable aid from the national government. In the discussion 
which follows, we shall take up first the fiscal condition of each 
individual colony, and then consider the colonies as a whole in order 
to reveal the extent to which they are dependent upon the national 
government for assistance.^^ 

j. Taiwan^ The taxation system of Taiwan is very similar to 
that of Japan proper. The principal sources of tax revenues arc the 

Data in this section vtcre compiled bv the Bank of Japan from Fmal Accounts of Gov- 
ernment Revenuei and Expenditures as presented to the Imperial Diet by the Japanese Gov- 
ernment. 
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land and mining taxes, import duties, income and excise taxes, and 
tannage dues. As special features, we find a tax on tea and on the 
issue of Bank of Taiwan notes. The revenues and expenditures for 
the fiscal year ending March 31, 1929, are shown by the table on 
this page. 

The deficit, amounting to 3,395,cxx) yen, was more than covered 
by loans, which aggregated for the year 4,717,679 yen. The flotation 
of bonds began in 1919, and by the end of 1928-29 the total out- 
standing was 109,012,000, while other borrowings had amounted to 
3,2(X),ooo yen. 

The fiscal situation in Taiwan has shown steady improvement since 
the annexation of the island by Japan. Until 1909 the contributions 
from the central government had aggregated 44,156,122 yenj but 
since that year Taiwan has been fiscally self-sustaining. The panic of 
1927, however, made it necessary for the federal government to issue 
204,987,225 yen of bonds for relief purposes in Taiwan. (Sec Chapter 
XVI, page 242.) 


Non-Borro\\ed Re\eniies and P xi'ENDi IDRIS OF Iaiwan, 1929 
(In thousands of yen) 


Revenues 


b xpenditurcs 




Per^ 



Per. 

Source 

Amount 

centage 
Dt stri- 

Purpose 

Anuaint 

centa fre 
Dt stn 



button 



button 

Government enterprises 



Edutation 

5,^2^ 

9 0 

and properties® 

28,903 

51 7 

Services on loans 

S,2S4 

A’ 9 

Taxes 

20,794 

37 3 

Justice 

2,301 

/ 2 

Fees 

4,';40 

H 1 

Other, and general ad- 


Other receipts 

1,634 

2 9 

ministration 

40,188 

77 9 

Total 

S5,871 

too 0 

Total 

59,266 

m 0 


“Treasury rcjrjorts give the gross revenues for government enterprises and place the 
outlays on the expenditures side. In order to make comparisons with other sources of 
revenue, we have in this and the following tables dealing with the separate colonies 
deducted the expenditures from the gross receipts. In the case of properties^ however, 
expenditures cannot be separated from general administration outlays, hence the inclusive 
net figure given is not precise. 

2. Chosen, In addition to the ordinary taxes, this colony de- 
rives revenue from the tax on tobacco plantations, on the issue of 
Bank of Chosen notes, and from ship’s clearance dues. The revenues 
and expenditures for the fiscal year ending March 31, 1929, are 
given in the table on page 177, 
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The deficit of 20,750,000 yen was not quite covered by loans, which 
amounted to 17,819,964 yen. It will be seen also that the contribu- 
tions of the central government were substantial, equalling 17 per 
cent of the non-borrowed revenues. The total contribution made by 
the central government from the date of annexation in 1910 to the 
end of 1929 was 210,276,804 yen. The volume of internal loans 
outstanding at the end of the fiscal year 1928-29 was 297,072,000 
yen, while other borrowings amounted to 56,185,000 yen. 


Non~Borrowed Revenues and Expenditures of Chosen, 1028 20 
(Tn thousands of ven) 


Revenues 

f xpenditures 

.Source 

1 

Amount 

Per- 
(entage 
Di Hri 
button 

Purpose 

Amount 

Per- 
centage 
Dt urt- 
button 

1 axes ! 

44,61? 

49 2 

Services on loans 

17,SS4 

15 S 

Government enterprises | 



Justice 

7,050 

5 7 1 

and properties 

12,20^ 

13 6 

hducation 

7,711 

6 9 

Fees 

U,0S() 

13 2 

Other, and general ad- 

1 


Other receipts ! 

6,313 

7 0 

ministration 

78,182 

70 Z 

Contributions fiom cen- 






tral government 

IS, 458 

17 0 




Tot<il 

00,647 

100 0 

Total in,W { 

100 0 


j. Karafuto. The only special sources of revenue which Karafuto 
possesses are ships’ clearance dues and a fishing tax. Revenues and ex- 
penditures for the fiscal year ending March 31, 1929 are shown below. 


Non Borrowjd Rfvpnufs and Fxpendhurfs oi Karafuio, 1028 20 
(In thousands of >en) 


Revenues 


b xpcnditui 

:es 



1 

Per- 



Pet- 

Sourc e 

Amount 

rentagt 

Distt 1 

Purpose 

Amount 

centage 

Dtsht- 



button 



button 

4 axes 

1,811 

17 ? 

Folucanon 

1,7^8 

11 2 

Government enterprises 



Services on loans 

1,550 

12 7 

and properties 

701 

6 7 

Justice 

620 1 

5 1 

Fees 

5(M 

4 S 

Other, and gentril ad 



Other receipts 
Contributions from cen- 

5,395 

51 8 

ministranon 

8,321 

68 0 

tral government 

2,030 

19 1 




Total 

10,441 

100 0 

Total 

12,238 

100 0 
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Loam amounting to 1,857,924 yen were more than sufficient to ^ 
cover the deficit of 1,797,000 yen. Contributions from the central 
government equalled 19.4 per cent of the non-borrowed revenues. 
The aggregate contributions made by the Japanese government since 
obtaining possession of the island in 1906 have aggregated 19,409,176 
yen. The loans floated and outstanding on March 31, 1929, amounted 
to 29,077,000 yen, while other borrowings equalled 3,378,000 yen. 

4. Kwantung Province. Although this mainland province is a 
leased territory and not a colony, it receives substantial contributions 
from the Japanese treasury, and from the fiscal point of view is a 
part of the colonial system. It is, therefore, treated at this place as 


Non-Borrowed Revenues and Expenditures of Kwan funo Province , 1928 29 
(In thousands of yen) 


Revenues 

Expenditures 

Source 

j 

Amount 

Per- 

centage 

Distri- 

bution 

Purpose 

Amount 

Per- 
centage 
Dist? t- 
button 

Taxes 

4,561 

33 7 

Justice 

4,5S6 

32 ? 

Government enterprises 



Education 

2,2CKJ 

IS 7 

and properties 

3,128 

23 2 

Services on loans 

145 

J 0 

Fees 

883 

6 5 

Other, and general ad- 



Other receipts 

912 

6 8 

ministration 

7,107 

50 8 

Contributions from cen- : 






tral government 

4,000 ! 

29 8 




Total 

n,484 

m> 0 

Total 

14,008 

100 0 


though it were a colony. Kwantung has a salt and tobacco tax in addi- 
tion to the usual sources of revenue. The fiscal operations for the 
year ending March 31, 1929 are given in the table above. 

The deficit of 524,000 yen was covered by loans aggregating 
928,957 yen. The contribution of the Japanese government amounted 
to 29.7 per cent of the total non-borrowed revenues. Since this prov- 
ince came under the administration of Japan, total contributions have 
aggregated 59,658,189 yen. The government loans outstanding on 
March 31, 1929, were 3,681,000 yen, while other borrowings equalled 
265, OCX) yen. 

5. Nanyo. The South Sea Islands which are under Japanese 
mandate levy poll tax and ships’ clearance dues, in addition to cus- 
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toms dutks. Revenues and expenditures for the fiscal year ending 
March 31,1929, are given in the table below. 

Contributions from the national government, It will be observed, 
comprised nearly half of the total revenues In this year. Expenditu^*es 
are chiefly for purposes of genera] administration. The interest and 
sinking fund requirements on loans were negligible in amount, the 
total public loans outstanding at the end of 1928-29 amtmnting to 
only 77,000 yen. 


Non-Borrowed Revenues and Expenditures oi Nanyo, 1Q28 29 


Revenues 


Source 

Amount 

Per 
ventage 
Dt at t~ 
biUion 

\ 

\ 

Purpose 

Amount 

T axes 

1,122,536 

29 0 

Education 

43,641 

Government ent< rprises 



Justice 

4,849 

and properties 

910,^90 

23 6 

Services on loans 

3,870 

Fees 

11,280 

0 3 

Other, and general ad 


Other receipts 

18,715| 

0 5 

ministration 

1^697,200 

Contnhu lions from cen 




! 

tral government 

1 ,800,000 

^ 46 6 


j 

Total 

862, 921 

100 0 

Total 

3,74'>,Sf)0! 

[ _i 


Expenditures 


7Vf- 

centage 

Distru 

button 

0 ! 
0 1 

9H ^ 


6. 'The colonies as a group. The total revenues and expenditures 
of the five colonial governments for the financial years 1910-JT to 
1928-29 inclusive are shown in the table on page 180. The surplus, or 
deficit, column represents the difference Ix^twecn locally raised non- 
borrowed revenues, plus contributions from the centra] go\ernment, 
and total expenditures. 

The steady increase in expenditures has been closely paralleled by 
an increase of non borrowed local revenues. The loans have shown 
only a moderate increase, and the accumulated surplus has grown 
to a substantial amount. The contributions from the central govern- 
ment will be discussed presently. 

The purposes for which expenditures were made by the colonies 
as a group for the year ending March 31, 1929, are indicated in the 
diagram on page 181. The largest expenditures come under the last 
category, which includes general administration other than for the 
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special departnients mentioned. The interest and sinking fund on 
account of loans (debt service) ranks second in importance. 

The sources of revenue of the colonial governments are, on the 
whole, similar to those of the home government. The classified 
revenues for all the colonies for the year ending March 31, 1929, 
are given in the diagram on page 181. 

The largest single item is taxes, and the next is the receipts from 


CoMDitiTED Fiscal Operations of Five Colonial Governments, 1910-1929* 
(In thousands of yen) 


Period or 

Year Ending 
March 31 

Ex- 

pendi- 

tures 

Non- 

Borrowed 

I-ocal 

Revenues 

Contri- 
butions 
from Cen- 
tral Gov- 
ernment 

Surplus 
(+) or 
Deficit 
(-) 

Loans 

Floated 

Accumu- 

lated 

Surplus 

1910-14 (Average) 

84,058 

65,347 

11,184 

- 7,527 

11,028 

19,?24‘> 

1915 

108,986 

84,041 

11,556 

-13,389 

10,688 

13.980 

1916 

100,919 

81,355 

10,260 

- 9,304 

10,339 

15,017 

1917 

106,309 

96,450 

9,300 

- 559 

12,161 

26,620 

1918 

104,059 

103,673 

7,323 

-f 6,937 1 

14,209 

47,766 

1919 

129,265 

122,155 

7,417 

+ 307 

18,830 

66,903 

1920 

180,648 

157,175 

3,300 

-20,173 

18,813 

63,568 

1921. 

237,346 

177, S17 

14,445 

-43,384 

34,707 

34,692 

1922 

268,791 

196, 9(K) 

20,858 

-51,033 

47,296 

50,955 

1923 

290,118 

208,214 

27,464 

-54,440 

42,832 i 

39,594 

1924 

271,136 

234,248 

27,782 

- 9,106 

8,278 j 

37,014 

1925 

260,180 

224,511 

30,163 

- 5,506 

9,265 

40,774 

1926 

295,289 

272,775 

23,068 

+ 554 

10,877 

52,206 

1927 

317,673 

294,703 

26,938 

■f 3,908 

17,990 

74,135 

1928. 

353,970 

303,603 

24,054 

-24,313 

23,754 

73,576 

1929 

377,879 

328,247 

23,281 

-26,351 

25,323 

74,549 


“ Compiled by the Bank of Japan from htnal Accounts of Government Revenues and 
Expenditures as presented to Imperial Diet by the Japanese Government. Includes 
Kwantung leased territory. 

^ The accumulated surplus of March 31, 1914 from which the 19 15 figure was derived 
was 20 , 885 . 

government enterprises and monopolies. The principal monopolies 
in Taiwan are camphor, salt, opium, tobacco, and alcoholic beverages 
other than beer^ and in Chosen, tobacco, ginseng, and salt. 

The contributions from the central government for the support 
of the colonies have shown a steady increase since pre-war days. The 
central government provides in its general budget for military and 
naval protection of the colonies. 

From a fiscal point of view, therefore, the colonies as a whole have 
thus far clearly been a liability rather than an asset. The economic 



importance of the colonies cannot be fully appraised, however, with- 
out reference to their commercial relations with Japan proper and 
without consideration of their value as outlets for the surplus popula- 
tion of the Japanese islands. Discussion of these aspects of the colonial 
problem is reserved for the chapters on foreign trade and popula- 
tion respectively. 

Expenditukes and Revenues of Five Colonial 
Govern MENis, 19^9* 
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Treasury Position and Borrowings of Principal Cities, 1914-30 
(In thousands of ven) 
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No data for 1920-21 are available because of loss of materiaK in the earthquake and fire of 1923. 
Budget figures. 



CHAPTER XU 

GROWTH OF THE PUBLIC DEBT 

The growth of a nation^s public Indebtedness is the direct result 
of that nation’s fiscal operations. That is to say, when actual receipts 
from taxes and other sources of current revenue arc less than expendi- 
tures the deficiency has to be borrowed. The amount of the public 
debt at any given time Is therefore equal to the accumulated annual 
budget deficits/ embracing not only the ordinary accounts but all 
special accounts as well. Accordingly, in the absence of adequate fiscal 
data It is possible to measure the results of budget operations over 
a period of years by reference to the public debt figures; this device 
was in fact employed in the preceding chapter. 

While government bond issues always reflect an excess of expendi- 
tures over non borrowed revenues, the economic effects of borrowing 
operations varv^ with the purpose for which the bonds are issued. Loans 
floated for the purpose of acquiring or developing revenue-producing 
properties for the government must obviously ht viewed in a different 
light from those which are floated for the purpose of meeting cur- 
rent operating expenses that cannot be covered by current revenues. 
A considerable part of the Japanese public indebtedness, national, 
local, and colonial, has in fact been incurred for productive purposes. 
This is notably the case with the railways of the national government 
and with public utility enterprises of the local governments. Unfortu- 
nately, the method of accounting is such that one cannot, in all cases, 
segregate that portion of the public debt which was incurred in acquir- 
ing productive assets; but in the following analysis this segregation 
has been made wherever possible. 

I. THE NATIONAL CiOVERNMENT DEBT 

In presenting the debt figures of the national government, we 
segregate the debt incurred In connection with the government rail- 
ways. Since the earnings of the railways have all along been more 
than sufficient to meet interest charges, this indebtedness is in the 
nature of an asset, just as are the bond issues of private corporations 
which are floated for the purpose of developing productive fixed 

^ See note lo, p tci qualilK.iti<)n& of thi*? statement. 
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capital* The same is true of the mortgage indebtedness incurred in 
connection with the government iron foundry, which has also been 
a self-sustaining enterprise. In Table 58 on page 454, which shows 
the general public debt, the growth of the railway and iron foundry 
indebtedness is shown in separate columns* 

The development of the postal, telegraph, and telephone services 
has also involved some increase of bonded indebtedness j but under 
the method of accounting employed it is Impossible to segregate 
the figures. These accounts, it will be recalled, unlike those of the 
railway and iron foundry, have been handled as a part of the general 
budget. Instead of floating bonds specifically for the purpose of 
developing these services, ordinary treasury funds have been em- 
ployed, including the proceeds of general loans. It is estimated that 
something over I00,CX)0,000 yen have been derived from loans. In 
the absence of precise figures, however, it is impossible to make a 
deduction from the public debt figures for funds spent in the develop- 
ment of these services. There are some other public works which 
are in the same category, though only those mentioned above are 
directly productive in character. 

The debts of the colonial governments arc Included as part of the 
national debt. These debts, like those of Japan proper, have in part 
been incurred in connection with the development of productive 
enterprises. We found in Chapter V, however, that the development 
of the railroads of Taiwan and Karafuto had been financed by the 
general budget rather than through bond Issues, and that the rail- 
roads of Chosen showed a return equal to only about 3 per cent on 
the capital invested. Since the colonial railways as a whole are still 
operated at a loss, we are making no effort to segregate the railway 
debt of the colonies from the rest of the colonial debt. 

The diagrams on page 186 show the growth of the combined 
domestic and foreign indebtedness of Japan, including the colonies, 
but exclusive of the national government railways and the govern- 
ment iron foundry. The figures include short-term obligations as well 
as long-term bonds. The data are given for calendar years, inasmuch 
as data for fiscal years are not available prior to 1907. Table 58, page 
454, in addition gives the railway and iron foundry indebtedness. 

The issue of bonds by the Japanese government began in 1870 
with the flotation of a foreign loan of £1,000,000 (9,763,000 yen) 
in London at a price of 98, bearing interest at 9 per cent, and matur- 
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ing in 1882* In 1873 ^ 7 percent loan of £2,400,cxx) was issued at a 
price of 92.5, to mature in 1897. No other foreign loans were con- 
tracted until 1899, and both of these loans were paid at maturity. 

The first domestic bond issues bear the date of 1872/ and were 
floated for the purpose of indemnifying those adversely affected by 
the abolition of the feudal system. The domestic debt expanded 
rapidly until 1878, and then remained nearly stationary until the 
Chino- Japanese War of 1895. The total debt, domestic and foreign, 
was slightly lowxr in the early nineties than it was in the late seventies, 
and the foreign debt was entirely liquidated in 1897. 

The domestic debt increased substantially as a result of the Chino- 
Japanese War and the expansion of enterprise which immediately 
followed. In 1899 a loan of £10,000,000, maturing in 1953, was 
floated in London. The interest rate was as low as 4 per cent, but 
since the issue price was 90 the cost to the Japanese government was 
4.4 per cent, exclusive of commissions. 

The Russo-Japanese War of 1904-05 led to a sharp increase in 
both the domestic and the foreign debt. In fact, the total debt increased 
from the end of 1903 to the end of 1905 by 1,637,620,000 yen, of 
which the increase in the foreign indebtedness accounted for 
1,044,641,000 yen. The first two foreign loans, aggregating 
£22,000,000, floated in London in May and November of 1904, were 
for seven years, bore interest at 6 per cent, and were issued at a price 
of 93.5 and 90.5 respectively. After fortune smiled on the Japanese 
arms, it proved possible to float three loans — in March, July, and 
Novemlxir of 1905 — on a much more advantageous basis. The March 
and July loans of £30,000,000 were for 20 years each, bore interest 
at 4.5 per cent, and were issued at 90. The November loan, amounting 
to £25,000,000, which was issued for the purpose of redeeming the 
6 per cent internal exchequer bonds, carried a rate of 4 per cent and 
was issued at 90.*'^ 

After the Russo-Japanese War, the total indebtedness increased 
slowly until 1910 and then declined slightly in the years immediately 
before the World War. The extent of the improvement in the gov- 
ernment's credit is evidenced by the fact that in 1910 the govern- 
ment floated a 60-year loan of £11,000,000 in Ivondon, and another 
60-ycar loan of 450,000,000 francs in Paris, both bearing interest at 

' 'I'hey were .Rtually issued in March, 187'?, but bore interest finm 1872 

For the special account covering war finances sec Table 49, p. 447. 
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4 per cent, and selling at 95 and 95.5 respectively. These loans were 
floated for the purpose of retiring domestic loans. 

From the end of 1913 to the end of 1916, the total debt was 
decreased by about i3i,cx)0,ooo yen. Then, during the next three 
years, it increased by more than 700,000,000 yen. During the war 
period, it would have been possible to reduce the debt substantially 
had the budget surpluses been devoted to that purpose. Wc saw 
in the preceditig chapter, however, that the excess of revenues de- 
rived from fiscal operations was largely employed in building up a 
treasury surplus. In fact, between March 31, 1914, and March 31, 
1919, the treasury surplus was increased by about 360,000,000 yen, 
whereas it could have been more advantageously employed in the 
reduction of debt and the saving of interest charges.'* 



WtKKKtk GENEfiAL ACCOUNT ^^^^^COLONtAL 

WMMA imperial Railways and iron foundry LZ Z3short term 

“ See 'I ihic' Jjt), p. for tJ.ita. 

The large budget deficits of the post-war years are reflected in the 
virtual doubling of the public debt since 1918. The latest foreign 
loans were floated in May, 1930 — a $71,000,000 loan in New York 
and a £12,500,000 loan in London. Both were issued at 90, bearing 
interest at 5.5 per cent, and maturing in 1965. The cost, without 
allowing for commissions paid, equals approximately 6 per cent.^' 

* St‘e Chap. XIV, p. 22 <;, 

*^In Juno, tho Tuwan Electik Power Company, Ltd. floated in New York a loan of 

$22>8oO) 000 with the guaranty of the Japanese Government. 
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The Japanese government has never resorted extensively to short- 
term borrowing. The only treasury bills issued prior to 1901 were 
small amounts in the three years 1886 to 1888. From 1901 to 1914 
the amount outstanding at the end of the year ranged from I0,000,CXX) 
yen to 104,000,000 yen. Since 19x4 this account has never assumed 
large proportions. Beginning with 1921, under the Rice Control 
Act,^ the government rice purchase notes appear in the debt state- 
ments in most years, the highest total, at the end of 1929, being 
31,672,000 yen. 

It will be recalled that, in the diagram on page 186, we excluded 
from the national debt the bonds floated for the Imperial railways 
and the government iron foundry. The chart on page 1 87 shows the in- 
clusive debt figures beginning with the fiscal year 1916-17 classified 
by the purposes for which they were incurred, under the headings: 
(i) general account 3 (2) railways and iron foundry j (3) colonies j 
and (4) short-term debts, which include treasury bills and rice pur- 
chase notes. 

Cl ASSfl IC AllON 01 TIIF NAIIONAI Dl BT Ot JAPAN, 1929 AND 19 iO 
(In thousands of yen) 

1. DOMISTIC DtBT — 

Long-teirn obligations 
Tniperidl 5% loan bonds 
Special 5% loan bonds 
5% loan bonds (Ko) 

Tmpenal 4% loan bonds (1st senes) 

Imptna] 4% loan bonds (2d seinsj 
S% exchequer bonds 
Railway notes 
Short-teirn obligations 

C}o\ eminent net, puidiase notes 
1 leasury bills 

'I'otal domestic debt 

11 FORf K.N DIBT 

Long-term obligations 

4% sterling loan bonds (1st series) 

4% sterling loan bonds (2d series) 

5% steihng loan bonds 
4% fianc loan bonds 
4% sterling loin bonds (3d scries) 

6^2% dollar loan bonds 
6% sterling loan bonds 
Debentures of South Manchuria Railwaj Co. 
steiling loan bonds 
dollar loan bonds 


Total foreign debt 
Total national debt 


1929 

1930 

Dec. 31, 

Dec 3 1 , 

1,2^6,23 > 

1,367,268 

1 ?J)yS2? 

120,818 

418,096 

406,73 1 

169,374 

166,681 

93,783 

93,208 

2,338,3 1 6 

2,223,1 1 1 

80,000 

79,999 

3 1,672 



93,000 

190,000 

4,385,497 

4,631,837 


91,338 

91,338 

228,906 

86,462 

222,673 

222,672 

169,367 

169,320 

105,430 

105,430 

269,448 

269,447 

242,378 

241,036 

117, 156 

117,136 

— 

122,037 

— 

142,426 

1,446,896 

1,567,325 

6,032,393 

6,219,162 


i8S 


*Ste Chap. XVH, p 248. 



It will be seen that the debt of the railways and iron foundry has 
increased at approximately the same rate as that incurred under the 
genera] account, and that it comprises at present a little over 25 per 
cent of the total indebtedness. 

The debt of the colonies has increased in relative amount, rising 
from 24 per cent of the total in 1916-17 to 7.8 per cent in 1929-30. 
In 1917 the debts of Chosen and Taiwan stood at 31,052,000 yen 
and 26,951,000 yen respectively. By 1930 the debt of Chosen had 
grown to 318,451,000 yen, a tenfold increase, while the debt of Tai- 
wan had increased to only 1 13,662,000 yen, or less than fivefold. 

The table on page 188 shows the classified domestic and foreign 
loans of the Japanese government which were outstanding on Decem- 
ber 31, 1929 and December 31, 1930. 

It will be seen that nearly all of the domestic long-term loans bear 
a rate of 5 per cent. At the market prices prevailing in 1920 the yield 
on government domestic bonds was about 5.5 per cent. Most of them 
have a maturity of 55 years. For a table giving the pertinent data 
with reference to all of the foreign loans that have ever been floated 
by the Japanese government, see Appendix A, page 376. 

II. LOCAL GOVERNMENT INDEBTEDNESS 

The local governments have for many years engaged in extensive 
credit operations. The cities have been the largest borrowers, with 


Local Indebtedness, 1913-29“ 
(Classifled according to borrowing agencies) 


mff/OAT/ON ASSOCl- T0WN% AMO VfLLAiGtS 
AT IONS 




rcAft Bnoinc march St 


CITIES 



Htcr EC TUNES AMO 
COUNTIES 

r -SSOO 



^ See Table ^7, p 4^^, for data. 
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the prefectures occupying second place. Expenditures by towns and 
villages have, however, increased very rapidly in recent years* The 
growth of local government indebtedness classified according to type 
of borrowing agency since 1912-13 is shown by the diagram on 
page 1 89. 

As was indicated in the preceding chapter, a considerable part of 
the expenditures of local governments has been devoted to purposes 
which arc directly or indirectly productive. As a preliminary to the 
discussion of the growth and significance of local government in- 
debtedness, therefore, we present a statement of the amount of all 
local bonds outstanding at the end of the fiscal year I928>29, classified 
by the purposes for which they were issued. 


Electric and g^as works 

Public works (roads, bridj^es, river embankments, etc.) 
vSanitatiOM (watei works, sewerafje, etc.) 

Educ'ation 
Social serwees 

Em oura^^ement of industries 
^ Pherv 


Yen 

372, 027 
477 , 916,392 
272 , 205,^02 
1 72 , 175,1 66 
134 , 461,09 1 
76 , 434,895 
362 , 817,923 


Total 


2 , 050 , 382,996 


Loans made for the encouragement of industries may be regarded 
as in some measure indirectly productive; and those made for public 
works, sanitation, education, and social services are, of course, not 
without economic significance. However, the only ones which may, 
like the national government railways, properly he excluded from 
a statement intended to show the real growth of the public debt 
are those floated for the development of the rev^enue producing 
electric auci gas works.' In the diagram on page 191 showing the 
growth of the public debt from 1913 to 1929, these Joans have 
accordingly been excluded from the total. 


ill. PUBLIC DEBT OF JAPAN AND OTHER COUNTRIES COMPARED 
In the first section of this chapter we found that the public debt 
of Japan had grown from nothing at the beginning of the modern 
era in 1870 to 4,5537497>ooo yen in 1930— exclusive of those obliga- 
tions that were incurred in the development of productive assets. If 
one is to appraise the significance of this national indebtedness, It is 
necessary to make comparisons with other countries. Accordingly, 

For u‘veiuu*8 acru<tlJ> mri\ed from this sourto, see T.ible p. 41JI. 
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we present in this section data on the debts of various countries, in 
relation to population and in relation to national wealth. 

The first table shows the per capita national public debt of Japan, 
Italy, the United States, France, and Great Britain for the years 


Growth of Local Indebtedness, 1913-29^ 
(Classified by purpose of issue) 



^ INDUSTRY 

AN HAT ION 1 ^THER 


“ See Table 6o, p 456. 

1913 and 1928. The figures for Italy, France, and Great Britain arc 
exclusive of reparation assets and of inter-allied war debt obligations, 
the assumption being made for the purpose in hand that reparation 


recdpts— whatever they may prove to be in the long run— *will 
roughly offset the war debt obligations.* Similarly, the United States 
figure is gross debt with no deduction for inter-allied credits. The 
railway indebtedness, in all cases where the railways are owned by 
the government and operated as revenue-producing enterprises, has 
been eliminated. The French and British figures, however, include 
the capitalized values of certain relatively unimportant so-called an- 
nuities. 

The per capita debt of Japan was much smaller in 1913 than that 
of any of the other countries with which comparison is made. It was 
a little over one-half that of the United States, about one-fifth that 


National Per Capita Debt of Selected Countries, 1913 and 1928* 
(Population in thousands and total debt figures in thousands of yen) 



1913 

1928 

Country 

Debt 

Popula- 

tion 

! 1 

Capita 1 

Debt 

(Yen) 

Debt 

Popula- 

tion 

Per 

Capita 

Debt 

(Yen) 

Tapan^, . 

Italy® ... 
United States'* . 
France* 

Great Britain' . 

1,872,813 

5,855,817 

5,849,519 

13,044,445 

6,943,801 

53,362 

35,598 

96,512 

39,790 

46,040 

35.10 

164.50 

60.61 

327.83 

150.82 

4,282,470 
9,315,739 
35,314,526 1 
22,590,683 
64,110,126 

64,448 

40,799 

119,300 

40,960 

45,435 

66 45 
228 33 
296 01 

551 53 
1,411.03 


“The debt data are compiled from the following sources* Japan, Japanese Treasury 
Department; Italy and France, (1913) Institute of International Finance Bulletins^ 
No. 36 and No. 1 respectively, (1928) International Statistical Year Book and Ktmber's 
Record of Government Debts Great Britain (1913 and 1928), His Majesty’s Stationery 

Office, National Debt; United States^ Secretary of the Treasury Annual Reports. The 
population data, (1913) International Statistical Year Book^ 1928, (1928) data from 
Commerce Year Book, 1928, Vol. II, except for Japan which is the official census figure 
for 1930. 

^ As of December 31, 1913, and December 31, 1928. 

® As of June 30, 1913, and June 30, 1928. 

As of June 30, 1913, and Tune 30, 1928. 

" As of July 31, 1914, and Necember 31, 1928. 

* As of March 31, T913, and March 31, 1928. 

of Italy, one-fourth that of Great Britain, and one-ninth that of 
France. Between 1913 and 1928 the per capita debt of Japan increased 
slightly more rapidly than that of Italy and France, but very much 

*It should be noted that this assumption is entirely Justifiable In the case of Great Britain, 
since it is the policy to collect from her debtors only the sums necessary for meeting her own 
debt payments to the United States. In the cases of France and Italy, however, repaiation 
receipts at present exceed inter-allied debt payments. If the capital sums represented by these 
credit balances were deducted from the debt figuies shown in the table above, the total 
net indebtedness would be considerably reduced in the case of France and slightly i educed in 
the case of Italy. Similarly, if the inter-allied debts to the United States be considered, the 
total United States debt would be very materially reduced. 
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les$ rapidly thail that of Great Britain, Germany, and the United 
States. The relatively slow rate of increase in the debts of Italy and 
France is, of course, attributable to the fact that about three-fourths 
of the total indebtedness in the case of Italy and four-fifths in the 
case of France have in effect been repudiated by virtue of the stabiliza- 
tion of the exchanges at new levels. It should be borne in mind in 
this connection, however, that the fiscal gain accruing to the govern- 
ment that results from this process is substantially if not wholly offset 
by the economic Josses sustained by the owners of government and 
other bond and mortage obligations whose value is similarly de- 
preciated. 

The mere figures of per capita indebtedness do not, however, pro- 
vide an adequate measure of the burden of the public debt. Con- 
sideration must obviously also be given to the amount of the public 


Relation of Per Capita Indebtedness and Wealth 
In Selected Countries 


Country 

Per Capita 
Indebted, 
ncvss, 1928* 

National 

Wealth»> 

(In mil- 
lions of 
yen) 

Per ^ 

Capita 
Wealth 
(In yen) 

Per Capita In^ 
debtedness as a 
Percentage of 
Per Capita 
BPealth 

Japan , . . . 

66.45 

102,342 

1,731 

3.84 

Italy 

228.33 

56,858 

1,386 

16,47 

United States. . 

296 01 

842,361 

7,024 

4,21 

France 1 

551.53 

1 141,429 

! 3,440 

16 M 

Great Britain 

1,411.03 

220,744 

1 4,778 

29,53 


* See footnotes to the table on p. 192 for sources and details. 

^ Estimates are for 1928 except for Great Britain, which is for i 92 <j, and Japan, which 
is for 1924 . Authorities for the estimates are as follows: Bureau of Statistics for Japan; 
Flora for Italy; and Gini for the United States, France, and Great Britain. See Dresdner 
Bank, Economic Forces of the Worlds 1930 . 


debt in relation to the nationaJ wealth. In the table above we there- 
fore show for these same countries the per capita indebtedness in 
1928, and the per capita wealth for the latest years for which data 
are available. 

Again, Japan’s position appears to compare very favorably with that 
of other countries. The percentage of per capita indebtedness to per 
capita wealth is lower even than that in the United States and is very 
much lower than in the European countries. Inasmuch^ however, as a 
relatively large proportion of the public debt of Japan has been floated 
abroad, Japan’s position is much less favorable than these figures 
would indicate. 
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The economic significance of a domestic public debt is essentially 
different from that of a foreign public debt. In the former case, the 
funds required in payment of the debt are collected from the tax- 
payers of the nation, and, aftci’ passing through the treasury, are dis- 
bursed to owners of government securities living within the country ; 
in the latter case the taxpayers’ money is disbursed to foreigners. In 


Relauon of Forfign and Domes lie Indebtedness to Wealth® 
In Selected Countries 


Counti V 

Indebtedness, 1928 
(In thousands 
of yen) 

Per Capita In- 
debtedness, 1928 
(In yen) 

Per Capita In^ 
debtedness as a 
Percentage of Pei 
Capita Wealth 

Foreign 

Domestic 

Foreign : 

Domestic 

4S 90 
22^ 57 
296 01 
! 517 78 

1,404 30 

Foreign 

Domestic 

2.S4 

If) 13 
\ / 21 

IS OS 

20 iO 

japan 

Italy 

United States 
FVani t 

( Treat Rntain 

i,4S.f,no3 

194,256 

1,584,507'’! 

505,771'’ 

2,829, 

9,l21,48d 

35,S14,526 

2 1, 206, m 

6^,804,855 

22 55 
4,76 

38 80 

6 78 

i 

1 j 

i 

( 


® See footnotes to the tables on pp. 192 and 193 for sources. 
^ Commercial debt. 


liquidating or in meeting interest payments on a foreign debt, the 
total wealth of the country is reduced*, in the case of the domestic 
debt, wealth is merely redistributed. In the final table in this section 
(see above) we therefore show the per capita wealth in relation to the 
domestic and the foreign public debt separately. 

It will be seen from this table that the foreign Indebtedness of the 
Japanese government bears a higher ratio to the per capita wealth 
than does the foreign debt of any of the other countries iincier con- 
sideration. The entire debt of the United States and almost the entire 
debt of Great Britain are domestic. The reader should, however, bear 
in mind in connection with this table that in the case of most, if not 
all, of the countries under consideration some of the bonds issued in 
the domestic market, and therefore classed as domestic, have been 
purchased by foreigners. 

While the payment of interest on a domestic debt, as has been 
pointed out, involves merely a redistribution of wealth within the 
UTUntry, it should not be assumed that large domestic indebtedness 
is of no consequence. The rapid growth of a domestic debt complicates 
the government’s fiscal problem and increases the likelihood of buvsi- 
ncss and social unrest, financial instability, and attendant economic 
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difficulties. For example, it would be quite erroneous to assume that, 
because Great Britain’s public debt is almost entirely domestic, it is 
of no economic significance, for it is well known that the taxes that 
have to be raised for the purpose of meeting annual interest charges 
present a most serious problem. Similarly, it would be incorrect to 
assume that the fact that Japan’s total public debt is relatively small 
— even though the foreign part of it is relatively large—is of no eco- 
nomic significance. The Japanese government is in a more favorable 
position, in case of need, to float bonds in the domestic market than 
are the countries whose domestic indebtedness is extremely heavy. 

We may fairly conclude, therefore, that on the whole Japan’s 
public debt situation compares favorably with that of other leading 
countries. In view of the present distribution of the debt, it would, 
however, be distinctly unfortunate if the foreign indebtedness con- 
tinued to increase. Every effort should be made to float such addi- 
tional loans as may be required in the domestic market. The problem 
of preserving a balance in the international accounts (see discussion, 
page 322) points to the same conclusion. 

In closing this discussion, it should be pointed out that the rate of 
interest paid by the government of Japan on domestic loans is some- 
what higher than that of the other countries under consideration. The 
average cost to the gox ernment on domestic bond issues during recent 
years has been 5,5 per cent, as compared with 5.26 per cent in Italy, 
4.87 per cent in (ireat Britain, 5.5 per cent in France, and 3.62 per 
cent in the United States. The cost on foreign loans has been about 
6.4 per cent in Japan, which it is interesting to note is lower than in 
Italy, where the cost has recently been as high as 7.3 per cent. As we 
shall see in Chapter XXII, the relatively high rates of interest on 
domestic issues in Japan are primarily to be explained by factors other 
than the risks involved in gov'crnmcnt loans. 
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CHAPTER XIII 
FOREIGN TRADE 


As a result of the national policy of seclusion that had prevailed for 
generations, the Japanese people were, at the opening of the Meiji 
era, wholly inexperienced in the conduct of foreign trade. In conse> 
quence, the developing foreign commerce of the country was carried 
on for many years almost entirely by foreign residents. However, 
with the development of a mercantile marine and the organization of 
the Yokohama Specie Bank (see Chapter IX, page 1 27), the primary 
function of which was to facilitate the financing of foreign trade, the 
Japanese gradually took over the management of trading operations 
with other countries. But even today a considerable part of the foreign 
business of the country is handled by alien merchants.^ 

Statistics of foreign trade are available from the very beginning of 
the Meiji era, and we are accordingly able in this chapter to present a 
fairly complete record of trade expansion since the end of the feudal 
period. In order to indicate the economic importance of the colonies 
which Japan has acquired, the discussion is divided into two major 
parts, dealing respectively with Japan proper and the colonies. 

I. JAPAN PROPER 

The expansion in the aggregate foreign trade of Japan reveals 
perhaps better than docs any other single index the general growth 
of the country's economic activities and the periods at which develop- 
ment has been most rapid. Hence we present, first, a discussion of 
the growth of exports and imports combined. This will be followed 
by the data as to the balance of trade and the geographic distribution 
and character of both imports and exports. 

/. Growth oj trade. The diagram on page 197 shows the growth 
of Japanese foreign trade from 1868 to 1929 inclusive. Until the late 
nineties, the trend of prices in Japan, as elsewhere, was downward j 
hence the actual trade figures tend to understate the extent of trade 
expansion. Since the Japanese price index does not begin until 1900, 
it is impossible to make any adjustment for price changes during the 
earlier years. For the period since 1900 we use first the actual data and 

* For example, Jt U eatlmated that 7 per cent of the raw silk and 31 per cent of the silk 
goods exported, and ii per cent of the cotton imports, aic handled by foreigners. 
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then adjust the value figures by the index number of Tokyo whole- 
sale prices. 

It will be seen that the growth of foreign trade was very slow dur- 
ing the seventies and eighties. The development of industry which 
began in the nineties and was greatly stimulated by the war with 

Balance of Trade of Japan Proper, 1868-1929'^ 



"Stc 'laSle 61, pp 4«;7"qS, for d »ta 


China is reflected in an approximate tripling of the total volume of 
trade between 1890 and 1897. Between 1900 and 1914 there was a 
steady expansion except during the depression years of 1907 and 1908. 

Between 1914 and 1918 there was a substantial growth of foreign 
trade. The unadjusted data indicate a tremendous expansion; but 
when the figures are adjusted for price changes the growth appears 

198 




Si*t‘ '1 iblf 67, p 458, for ildtii. 
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much more moderate. It should be noted, however, that inasmuch 
as many relatively unimportant commodities which enter into the 
Japanese unweighted index number rose in price much more rapidly 
during this period than did Japan^s most important commodities, the 
adjusted figures tend to understate somewhat the growth of foreign 
trade during the war years. The unadjusted data show that the war 
trade peak was reached in 1920, while the adjusted data indicate that 
the actual decline began in 1919. Following the depression of 1921, 
foreign trade continued to expand to the end of 3929, though the 
growth has been small since 1925. 

2. The balance of trade. Japan has passed through alternating 
periods of so-called favorable and unfavorable trade balances. In the 
seventies imports exceeded exports, except in one year, while in the 
eighties and early nineties exports usually exceeded imports. From 
1896 to the World War imports were again substantially in excess of 
exports. During the war years there was an enormous export surplus. 
After the war large trade deficits again occurred, reaching a maximum 
after the earthquake of 1923. Since 1925 there has been a substantial 
improvement in the trade balance. These changes are shown in the 
diagram on page 198. Since we are not concerned in measuring the 
growth of trade, we here use unadjusted data, the actual figures being 
found in Table 61, pages 457-58. 

The general economic significance of these shifts in the trade situa- 
tion will be discussed in Chapter XIV in connection with the total bal- 
ance of international trade and financial relations. 

5. Trade distribution. While Japan’s foreign trading operations 
extend to many regions of the world, the bulk of her commerce is 
nevertheless highly concentrated. Moreover, this concentration has 
tended to increase as the years have gone by. The diagram on page 
199 shows the trade of Japan proper with leading countries in selected 
years, running back to 1897, 

Japan’s trade with the United States is of paramount importance. 
Both in exports and imports the United States ranks far ahead of other 
countries. Indeed, as much as 35.9 per cent of Japan’s total export 
and import trade is now with the United States. China ranks second 
with 12.8 per cent, and British India third with ii.i per cent. The 
leased Kwantung Province ranks fourth in trade importance. 

It is also apparent that the trade with the United States, both export 
and import, has been increasing relatively to the total. The trade with 
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China and British India has likewise increased in relative importance. 
The trade with Great Britain has shown a marked decrease in per- 
centage terms, and, if allowance is made for the rise in commodity 
prices, the aggregate volume of British trade with Japan has declined 
since 1913. The trade with certain countries will be given further 
consideration in Chapters XXIV and XXV. 

4. Character of foreign trade. The character of the country’s 
economic resources is very clearly reflected in the import trade of 
Japan. Because of the dense population and the limited agricultural 
area, the country is not self-sulEcing in the matter of foodstuffs. Simi* 
larly, the relative dearth of natural resources requires the import of 
enormous quantities of raw materials and semi-finished manufactures. 
The imports of finished manufactures are also important. The diagram 

Imports of Japan Proper, by Classes of Commodities, 

1909-29*^ 

(As a jxTcentage of total imports for each period) 

rooosrufrs MATc^tALS UMt-rtfusmto rmtsttco mamu* At/sctu^*«tou$ 

tAAMUfACruAES fACru^CS 



S(‘c 'I.iblc 6 ), p. 4<>9, for annual data. 


above shows the relative importance of the various types of imports 
by five-year periods beginning with 1909-13. 

Raw materials have continuously accounted for approximately half 
of the total import values. Semi-finished manufactures have run in the 
neighborhood of 20 per cent of the aggregate imports^ with no marked 
trend in evidence. The imports of foodstuffs have ranged from about 
8 to 15 per cent of the total. While the chart would seem to indicate 
a wslight increase in the percentage since the war period, examination 
of the annual figures indicates that there are marked fluctuations in 
the relative importance of food imports, owing to varying crop condi- 
tions. Preliminary figures for the year 1930 indicate that food imports 
will be the lowest ever recorded, in consequence of a phenomenal 
yield of rice. The imports of finished manufactures decreased in rela- 
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tive importance during the war period, and for the post-war years the 
percentage has been substantially less than during the last five years 

iMFORa^ OF Individual Commodities of Japan Proper, 1929® 
(As a percentage of total imports) 



j. rior to the war, with a slightly declining tendency in evidence. 

The relative importance of individual commodities imported in the 
single year 1929 is shown by the diagram above. 

Raw cotton is by all odds the most significant import commodity, 
accounting for more than 25 per cent of the value of all imports. 
Iron and steel and machinery are next in importance. It is apparent 
that on the whole the import trade is diverse in character, the miscel- 
laneous group of commodities comprising nearly one third of the total. 

The relative importance of the different groups of exports by five- 
year intervals beginning in 1909 is shown in the following diagram. 


Exports of Japan Proper, by Classes of Commodutes, 

1909-29'* 

(As a pcM'ccntagc of total exports for each period) 
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"See T ibk* 6^, p. 4 ^q, foi anmu! data. 
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In the case of exports, semi-finished and finished manufactures 
constitute a very large and an increasing percentage of the total. The 
exports of finished manufactures have shown a relative increase since 
the pre-war period, while semi-finished manufactures have shown a 
slight decline in relative importance. The exports of foodstuffs have 
declined slightly since pre-war years, but no definite trend is discerni- 
ble in post-war years. The year 1930 will doubtless constitute an ex- 


ExpoRr's OF Individual Commodifils of Japan Proper, 1929'' 
(As a |>ercentage of total exports) 
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ception because of the extraordinary yield of rice. Exports of raw 
materials have shown no significant trend. 

l^he relative importance of individual commodities in the export 
trade for the year 1929 is shown by the diagram above. 

Raw silk accounts for well over a third of the total exports, while 
cotton tissues comprise another 20 per cent. Manufactured silk is the 
only other important export. Exports are thus more highly concen- 
trated than are imports, these three commodities accounting for nearly 
two-thirds of the total. 


II. THE COLONIES 

In order to indicate the character of colonial trade and the commer- 
cial significance of the Japanese colonies to the mother country, it is 
necessary first to present data for each colony separately, showing not 
only the total trade but also the trade of that colony with Japan 
proper. 
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r. Takean. The trade of Taiwan since its annexation in 1896 is 
shown by a series of diagrams based upon figures given in Tables 65, 
66, 69, pages 461, 462, 464. The first diagram shows the growth of 
the aggregate external trade, with Japan proper and with the world 
as a whole; the second shows the balance of aggregate external trade; 
the third shows the geographic distribution of external trade; and the 
last, the character of the trade with Japan proper. This and the other 
charts in this section are based on unadjusted figures. 

It will be seen that the aggregate foreign trade of Taiwan has 
shown a great expansion since pre-war days, and that, except for 1908 



mTH JAPAN Pf>OP£ft \ \ CXTCPNAL TPAOC 

Set* Triblf }). 461, for both .idjusted and unadjusted data. 

and 1909, the fluctuations have corresponded closely with those shown 
for the trade of Japan proper. It is of interest to note also that the 
percentage of the trade of Taiwan with Japan proper has shown a 
remarkable increase — from about 35 per cent in 1900 to approximately 
80 per cent in 1929. 

The balance of the aggregate external trade of Taiwan, including 
that with Japan proper, is shown by the diagram on page 205, based 
on unadjusted data. 
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During tile first decade of the Japanese possession* of Taiwan, im- 
ports usually slightly exceeded exports. With the development of the 
sugar resources of the island, however, exports began to expand, and 
since 1914 have continuously exceeded impcrts by substantial amounts. 
The diagram on page 206 shows the distribution of the trade of 
Taiwan, as between Japan proper and the rest of the world, for the 
year 1929. 

In the case of both imports and exports, trade with Japan proper 
makes up the bulk of the total. In fact, only about 12 per cent of the 
exports of Taiwan goes to foreign countries. China occupies second 
place in both the import and export trade. Substantial imports are 

External Trade Balance of Taiwan, 1 897-1 929*^ 



received from British India and Germany, but exports to these coun- 
tries are negligible. Neither imports from nor exports to the United 
vStates comprise as much as 2 per cent of the total. 

The character of both the import and export trade of Taiwan with 
Japan proper is shown by Table 66, page 462. The most interesting 
fact about the imports is the wide range of commodities included, the 
miscellaneous group making up as much as 51.3 per cent of the total. 
The principal imports are cotton and silk fabrics, amounting to 12.1 
per cent^ iron and steel products, 6.5 per cent; dried and salt fish, 4.7 
per cent; and lumber, 4.1 per cent. The exports arc much more 
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highly concentrated, the miscellaneous group accounting for only 8.8 
per cent of the total. Sugar is of primary importance, accounting for 
approximately three-fifths of the entire exports, while rice and paddy 
comprise another 20 per cent. 

In estimating the commercial significance of Taiwan to the Em- 
pire, it is obviously necessary to consider first the trade in sugar and 
rice, the only export products of importance. An extensive growth of 
the sugar manufacturing industry, both in Taiwan and Japan proper, 
has, as we have seen in Chapter VII, been made possible by Japanese 


Gm)c,raphic Distribution of External Trade of Taiwan, 1929“ 



" St*( T.ibk* 69, p. 464, (01 data. 


enterprise in Taiwan, and this development has obviously afforded 
no little employment for both Japanese capita] and Japanese labor. 
But in view of the fact that subsidies arc contributed to producers 
and manufacturers and that customs duties have continuously been 
regarded as necessary for the protection of the home industry against 
the competition of foreign, particularly Dutch, sugar, it is not appar- 
ent that the Japanese people now obtain this commodity as cheaply 
as might otherwise be possible. Rice is procured from Taiwan in sub- 
stantial quantities and perhaps at a somewhat lower price than would 
have been the case had Taiwan not become a part of the Empire and 
been able to reap the benefits of the improvements in producing, 
financing, and marketing methods which the Japanese have fostered. 
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It should also be noted that Japan has found in Taiwan an outlet 
for a considerable variety and quantity of manufactured commodities. 
Had sugar and rice production not been promoted in the island by 
Japanese enterprise, the Taiwanese would not have been able to 
purchase so many Japanese products, and it is improbable that Japan’s 
total external trade would have been as large as it now is. 

2. Chosen, It will be convenient in showing the growth, dis- 
tribution, and character of the foreign trade of Chosen to utilize an 
identical series of diagrams with that employed in considering Taiwan. 
The diagrams are shown below and on the following page. 

The expansion of the trade of Chosen has corresponded fairly 
closely with that of Taiwan. The percentage of the total external 

Growth of Kxtfrnal 'J'rade of Chostn, 1910-29*' 



“ St t "I iblr 68, }' 464, fetr huth adjusted and urhidjustcd data. 

trade that is conducted with japan proper has also steadily expanded, 
and, as in the case of Taiwan, now comprises fourth-fifths of the total. 

The balance of trade of Chosen presents a striking contrast with 
that of Taiwan. Except for the two years 1924 and 1925, Chosen has 
had an excess of imports, usually of substantial proportions. The 
deficit has been covered by fiscal contributions and capital investments 
from Japan proper. 

In the year 1929, approximately 75 per cent of the import trade 
was conducted with Japan proper and about 90 per cent of the export 
trade. Of the trade with foreign countries, much the greater part is 
with China. Indeed, the exports to Japan proper, China, and Kw'an- 
tung Province comprise 99.8 per cent of the total export trade of 
Chosen. 
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External Trad^ Balance of Chosen^ 19I0'-29* 



The imports of Chosen from Japan proper are of quite diverse char- 
acter. As Table 70, page 465, indicates, the miscellaneous group ac- 
counts foi" 45.4 per cent of the total. The largest single items are 
cotton fabrics, which account for 11.4 per centj iron and sSteel, 5.6 
per cent; silk fabrics, 4.7 per cent; and machinery, 4.3 per cent. Exports 


Geographic Dis'iributjon of External Trade of Chosen, 1929“ 



to Japan are somewhat more diversified than are those from Taiwan. 
Rice and paddy, however, account for 47.9 per cent of the total; 
soy Ixians, 7.1 per cent; and raw silk, 6.5 per cent. 

j. Karafulo. As already indicated, the foreign trade figures of 
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Kkrafuto are included under those of Japan proper. In order to 
indicate the extent and character of the trade of this island colony, 
we present at this place two diagrams, one showing both the growth 

Growth of External Trade of Karafuto, 1914-28* 

«Sr yai 



^gg/HjrnADE WITH Japan Pnokn \ e xternal trax 

“ See 'rabk 71, p. 466, for idjusted aid unadju'^trd data. 

of aggregate external trade and the trade with Japan proper, and 
the other showing the balance of all external trade. Although Karafuto 
was acquired from Russia in 1906, no satisfactory trade statistics are 
available prior to 1914. 


External Trade Balance of Karafuto, 1914-28*^ 



“ See Tabic 71, j) 466, for data. 

The aggregate external trade has shown a steady growth. From 
the beginning all but i or 2 per cent has been with Japan proper. 

The balance of trade has shown no consistent trend. In the wai"* 
years and up to 1922, exports exceeded imports, while during the next 
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five years imports were as a rule considerably larger than exports. Dur- 
ing the last two years, however, exports again exceeded imports. The 
exports consist chiefly of wood pulp, timber, and fish guano, while the 
imports are mainly manufactured articles. 

4. Nanyo, Trade figures for Nanyo, or the South Sea Islands, 
are available for the )cars 1923 to 1929 inclusive. The significant 
facts are revealed in the following diagrams: 

Growth of External Trade of Nanvo, 1923-29’' 



St't' 'lahh' 72, p 46"', foi d »t ». 


Since 1923 there has lx:cn a slow, steady expansion of the total 
external trade. The total volume is, however, \Try small, and, as in 
the case of Karafuto, approximately 99 per cent is with Japan proper. 


Exii-rnal Trade Baiance of Nan\o, 1925-29“ 



The balance of trade has been continuously favorable since 1923. 
The chief articles of export are sugar, copra, and phosphate rock, and 
the principal imports are rice and other foodstuffs and manufactured 
articles. 

5. The Lolonies as a whole. We turn now from a consideration 
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of the trade of each particular colony to that of the colonies as a group. 
What is the magnitude of the trade of Japan proper with the rest of 
the Empire as compared with her trade with foreign countries? Has 
the exploitation of the colonies as parts of a commercial empire 
widened the bounds of a trade area within which exchange is rela- 
tively unhampered, and thereby proved of great advantage to Japan? 
The following table shows in percentage terms the relative importance 
of colonial and foreign trade in the years 1920 and 1928. 


Relative Importance or Foreign and Coloniai/I'rade, Japan Propi'R, 1920 and 1928 
(As percentages of total external trade) 


Classification 

1920 

1928 

Imports 

Exports 

Total 

Imports 

1 Fxports 

Total 

Foreign 

86.1 

87.5 

86.7 

78.2 

80.3 

79.2 

Colon lAi 

13.9 

12.5 

13.3 

21.8 

X 0.7 

20.8 

'I aiwan 

6 7 

5 1 

5 9 

7 7 

sS 4 

6 6 

Chosen 

6 2 i 

6 4 

6 4 

n 9 

12 1 

12 0 

Karafuto 

0 9 ; 

0 9 

0 9 

2 0 

2 0 

2 0 

Nanvo® 

0 1 

0 1 

0 1 

0 2 

0 2 

0 2 


The figures under 1920 are 1923 data, the first available* 


It will be See/1 that the trade with the colonies as a whole has in- 
creased more rapidly in recent years than that with foreign countries, 
but that even today only about one-fifth of all Japanese trade is with 
the colonies* The figures show dearly, however, that from a com- 
mercial point of view the development of the colonies has been of 
real significance. 

During the comparatively brief period since the abandonment of 
the policy of national isolation and the opening of the country to com- 
mercial relations with the outside world, Japan’s foreign commerce 
has shown a remarkable growth. Not only has the aggregate trade 
expanded, but the variety of commodities entering into the total has 
steadily increased and the geographic distribution of both the import 
and export trade has been widened so that the commercial relations 
of Japan now cover the entire world. It remains true, however, that 
a comparatively small number of commodities occupy a dominant 
position in the commerce of the Island Empire and that the trade 
with a few countries, and especially with the United States, is of 
preponderant importance. Further discussion of these relations and 
of future trade potentialities will be found in Chapters XXIV and 
XXV. 



CHAPTER XIV 

INTERNATIONAL FINANCIAL RELATIONS 

Some of the international economic relationships that have devel- 
oped for Japan since the beginning of the modern era have already 
been discussed. The international shipping organization was described 
in Chapter V ; the growth and geographic distribution of commodity 
trade was outlined in Chapter XIII j and the foreign loans negotiated 
by the national government were discussed in Chapter XIL There 
remains for consideration the general balance of international economic 
relations which finds reflection, on the one hand, in the country’s 
public and private indebtedness to foreigners, and, on the other, in 
its loans and investments abroad. We shall endeavor to reveal the 
international debt and investment situation at several periods and also 
to show the causes responsible for the striking shifts from creditor to 
debtor position which have occurred at different times. 

The making of this analysis requires not merely the assembling of 
such data as are available on international borrowing and lending op- 
erations 3 it involves also a detailed and comprehensive analysis of 
the so-called balance of trade and ‘finvisible” or service, accounts. The 
published international loan data do not include direct investments of 
foreigners in Japanese enterprises or of Japanese citizens in foreign 
business undertakings j hence, they tell only a part of the story in 
which we are interested. The amount of these business investments 
can be gauged only by an appraisal of the net international income 
and outgo of the nation over a period of years. When current income 
from abroad exceeds current international payments, the nation is 
in a position to make loans to foreigners or investments in foreign 
enterprisesj when the current outgo exceeds the income, the flow of 
capital must perforce be in the other direction. 

The analysis is greatly complicated by the fact that in any given 
year some people in country X are likely to be investing in foreign 
countries, while other individuals, corporations, or government agen- 
cies are borrowing abroad. We must, therefore, ascertain the amount 
of both debts and investments. The computations and explanations 
involved in obtaining the figures used in this chapter are so extensive 
and so technical in character that they have all been relegated to a 



special appeiidix (A). It should be stated here, however, that we have 
been able to work out for Japan an exceptionally complete and ac- 
curate story of the international investment and debt position over a 
period of years. 

We shall consider first the trend of international debts and invest- 
ments from 1868 to the end of the year 1929, revealing the striking 
shifts that have occun'ed at various periods. Second, we shall show 
the growth of Japan’s foreign indebtedness by types of borrowing 
operations, indicating the purposes for which the various classes of 
loans have l>een contracted. Third, we shall discuss the country’s loans 
and investments abroad. Finally, we shall consider the movements of 
specie and the phenomenon of the huge bank balances which were 
held abroad for many years. 

I. THE BALANCE OF INTERNATIONAL INDEBTEDNESS, 18684929 

The history of Japan since the beginning of the modern era may, 
from the point of view of foreign debts and investments, be divided 
into several periods. There was first a short interval ending in 1873, 
during which two substantial government loans were floated abroad 
for purposes of internal development. During the next 24 years these 
loans were gradually liquidated, and no new foreign obligations were 
contracted. Some small private investments, however^ were made in 
Japan and there were also a few minor investments by the Japanese 
m foreign enterprises. At the end of the first 30 years of the modern 
period, therefore, Japan was neither a debtor nor a creditor Country to 
any appreciable extent. The history of extensive international credit 
relations lx:gins after 1896. 

iNItRNAIlONAI DlBI AND InvEMMFNI Posi I ION FOR SpLFCrFD YeARS 

(Fn thouband^v of ven) 


Year Ending 
December 

Indebtedness 

fO 

bore jgners 

Investments 

I Abroad 

Net Position 
( f"in\t stment) 
( -debt) 

187^ 

S2,208 



- 52,208 

18% 

407 


467 

19n 

2,069,684 

846,175 

~ 1,22^509 

mo 

1,821,971 

5, 25 S, 000 1 

4-1,571,000 

mo 

2,549,()(K) 

1,751,000 

- 768,000 


From 1897 ^be World War period, Japan lx)rrowed very heavily 
abroad, the bulk of the loans, as we shall see in the following section, 
being contracted by the national government. There was also some 
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increase in direct investments by foreigners in Japanese enterprises. 
During this period, on the other hand, there was a considerable in- 
crease in Japanese investments abroad, particularly in Manchuria, 
following the Russo-Japanese War. At the end of 1913, however, 
Japan was, on balance, a substantial debtor. 

The war period, which should be extended to include the hang-over 
year 1919, played into Japan’s hands in a remarkable way, trans- 
forming her position from that of a substantial debtor to a substantial 
creditor. During the post-war period, however, the situation was once 
more reversed, and by the end of 1929 Japan had again become, on 
balance, a substantial debtor. 

ChancxEs in Intfrnahonal Financial Position 


A/£r MBT A/tT 



The changes which have occurred over the entire period are shown 
in the table on page 213 and in the diagram above. It will be seen 
that the results of the post-war years placed Japan, at the end of 
1929, in approximately the same position in which she stood in 1913. 

The explanation of the great shifts that have occurred is to be 
found in the fluctuations of the net income derived from foreign 
trade and service operations. Between 1897 and 1913, for example, 
the international trade showed a continuously heavy adverse balance,^ 
while after the Russo-Japanese War interest payments also became 
important. There were also minor obligations on account of insurance 
and for expenditures of Japanese ships in foreign ports. The expand- 
ing income from Japanese shipping, remittances of Japanese citizens 
abroad, profits from enterprises abroad, interest on specie balances in 
foreign banks, and receipts from foreign residents and tourists fell 

VSee Appendix B, pp 457-58. 
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fat short of the requirements. The detailed figures are shown in 
Appendix A. 

paring the World War period, on the other hand, the trade move- 
ment became heavily favorable, and the earnings from insurance and 
shipping, particularly the latter, expanded enormously. From the 
large excess of current income over current outgo, it was possible to 
liquidate some of the foreign indebtedness, to accumulate large specie 
balances in foreign banks, and also to make substantial loans and in- 
vestments abroad. 

From 1919 to 1928, the balance was again continuously adverse, 
owing chiefly to the large excess of imports. The receipts from ship- 
ping were very much reduced as compared with the war period, and 
interest and dividend payments again expanded. In 1929 there was, 
however, only a small trade deficit and the balance from all current 
operations was favorable for the first time in a decade. The prospects 
for the future will be discussed in Chapter XXL 

In order to give some idea of the great variety of operations and 
transactions which give rise to international income and outgo under 
modern conditions, as well as to show the precise situation at the latest 
possible date, we present herewith data showing the main sources of 
income and of outgo for the year 1929. In order to appreciate fully 
the wide range of operations which in the modern world gives rise to 
annual payments abroad or receipts from abroad, the reader should 
glance through the detailed tables, Appendix A, pages 405, 408-09. 

In 1929 Japan received income from abroad from the following 


sources and in the amounts indicated: 

Thousands 
of Yen 

Expoits of commodities 

2,148,618 

Exports of spcdc 

3,490 

Interest and dividends on foreig^n stcunties 

18,878 

Net piofits of business entei prises abroad 

80,634 

Remittances of Japanese jesidents abroad 

52,620 

Ships and shippin^f receipts 

238,534 

Insurance receipts 

1 19,988 

Foreijjners’ expenditures m Japan 

37,983 

Government receipts from abroad 

13,208 

Miscellaneous accounts 

18,320 

Total income 

2,752,273 


The income thus received was employed in meeting payments in 
connection with the following: 
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Thousands 
of Yen 

Imports of commodities 2,216,240 

Imports of specie • • 859 

Interest and dividends on Japanese securities . 102,868 

Net profits on forcig^n itnesfmcnts in Japan 10,261 

Remittances abroad 3,965 

Expenses of Japanese ships and shipping companies 79,359 

Insurance payments . 114,839 

Tourist and other Japanese expenditures abroad 42,718 

Japanese' govermnent expenditures, (other than interest) 58,024 

Miscellaneous accounts . 7,177 


Total outgo . 2,636,310 


In this particular year income exceeded outgo to the extent of 
^ ^ 51963,000 yen. This balance was available either for the making of 
new investments abroad or for the liquidation of existing foreign 
obligations. 

Among the sources of income other than trade operations, the re- 
ceipts of Japanese shipping companies and the expenditures of foreign 
ships in Japanese ports are much the largest, w^ith insurance and profits 
from Japanese enterprises abroad next in importance. The receipts 
of Japanese insurance companies are, however, almost balanced by 
payments of Japan to foreign insurance companies. On the outgo side, 
the most important items, other than insurance payments, are interest 
and dividends on Japanese securities owned abroad, expenses of 
Japanese ships and shqiping companies in foreign ports, and expenses 
of the Japanese government other than for interest on government 
loans. These government expenditures consist chiefly of diplomatic, 
military, and naval outlays, the purchase of fuel by the navy constitut- 
ing a particularly large item. 

II. JAPAN’S FOREIGN BORROWINGS 

The foreign borrowings of the Japanese people include several 
classes of creciit obligations: (1) loans of the national government 
floated abroad j (2) municipal loans floated abroad^ and (3) private 
corporation bonds and debentures floated abroad. In addition to these 
loans actually floated abroad, a considerable volume of national gov- 
ernment and private corporation bonds floated at home has been pur- 
chased by foreigners. We have precise figures for the issues actually 
floated abroad and good estimates for the volume of domestic issues 
purchased by foreigners. The diagram on page 217 shows the amount 



Foreign Indebtedness Outstanding, 1870-1929 
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hiA^NAL ($<WERNM£Nr PfOVATt CORfH>RAr{CN$ 

ABROAD GCJ^RRMESTS ABROAD 

WM////MA0 0*^^ LOANS SOLO ABROAD { ^ ^OREKN INVCSTKtENTS tN OORttSTK fSSC€S 

See Appendix A, pp, 379-80, for data. 


of indebtedness to foreigners under each of these categories outstand- 
ing at the end of each year from 1870 to 1929 inclusive. 

It will be observed that the foreign debt of the national government 
was virtually eliminated in 1896, that it expanded enormously during 
the Russo-Japanese War, and grew slowly in the later years before 
the World War. The reduction during the World War period was 
only moderate, not because resources were not available for debt i-educ- 
tion, but because the budget surpluses were used for other purposes, 
chiefly in making loans to the allied governments and in building up 
specie balances in foreign banks (see discussion below). The foreign 
indebtedness increased again somewhat in 1920 and then showed a 
substantial bulge after the earthquake of September, 1923. During 
the last six years it has remained practically stationary.'^ 

Municipal borrowing began in 1899 when the city of Kobe floated 
in London a loan of £25,600 for the development of water-works. 
The other large cities of Japan — Tokyo, Osaka, Nagoya, Kyoto, and 
Yokohama — have also floated foreign loans for public utility develop- 
ments. The total amount outstanding increased gradually and has 
remained fairly stationary since 1912. The amount at the end of 1929 
was about one-sixth that of the national government bonds held 
abroad.’^ 

The borrowings of private corporations consist chiefly of the loans 
floated by banking, railway, and electric power companies. The date 
of the flotation of the first private securities was 1906. The amount 
outstanding increased gradually up to 166,884,000 yen in 1913. The 
bulk of these loans was paid oflf between 1920 and 1922, but the 
amount outstanding increased rapidly again from 1923 on. The loans 
floated in recent years have been chiefly by the large electric light 
companies, which, as we saw in Chapter VI, have undergone rapid 
development since 1920.'^ 

III. FOREIGN LOANS AND INVESTMENTS MADE BY JAPAN 
Prior to 1898, the Japanese people had made no appreciable loans 
or investments abroad. A survey based on consular reports^ showed 
that the only Japanese investment in Chinese industry in 1897 was 
in a small cotton gin located in Shanghai, which was owned jointly 

‘For 1 t.ible bhowing all national government loms floated abroad, including tho*!e of May, 
19'5!0 and Jane, 1931, with prices of issue, sie Appendix A, p. 376. 

^ bor the complete list of these Issues, see Appendix A, p. 377. 

'* For i full list of these privUe torporatlon boirowings, see Appendix A, p. 378. 

Set* Vppendix A, p. 384. 



with Chinese. iThere were a few small branches of Japanese banfcs 
in China, and a small amount of shipping on Chinese inland water- 
ways, while a few persons were reported as being engaged in mercan- 
tile pursuits in Tientsin and Shanghai. ^ 

By 19 J 3 , Japanese loans and investments abroad had become of 
some significance. The government received, without direct outlay, 
an investment of 100,000,000 yen in the South Manchuria Railway 
Company. Substantial loans and investments had been made in China 
and Manchuria, and there were some investments in the South Sea 
Islands, Hawaii, the United States, and Latin America. The only 
loans to China made during this period were three railway loans and 
the ^^Reorganization Gold Loan” of 1913, in which Japan participated 
with other countries to the extent of 50,000,000 yen. (See table in 
Appendix A, pages 410-1 1.) We estimate the total of foreign loans and 
investments at the end of 1913 at approximately 600,000,000 yen, of 
which about 65,000,000 yen was in the form of loans and the balance 
in direct investments. About 50,000,000 yen was located in Hawaii 
and the United States and I.atin America, a like amount in the Philip- 
pines and other South Sea Islands, and the balance in Manchuria and 
China. At this place, mention should also be made of the expansion of 
foreign bank balances to the extent of 246,175,000 yen (see discus- 
sion, section IV). 

The period of the World War marked the beginning of Japanese 
loans and investments abroad on a large scale. From 1915 to 1919 
inclusive loans and investments were made in foreign countries to 


the extent of approximately 1,442,000,000 

yen, and, in 

addition, 

JAPANI >^1 FORIK.N InVT bTMI'NTS M 1 ROM 1 9 1 TO 1919 


Govcmmcnl loan^ " 

Thousands of Yen 

To CJreat Britain 

283,430 


To France 

133,160 


To Russia 

240,053 

656,643 

Private loans to 



To central j^’overrunent and agencies 

207,975 


To puivinnal g-overnments 

^0,000 


To private enterprises 

1 50,000 

417,975 

Direct investments (estimated ) '* 


400,000 

Total loans and investments 


1,474,618 


“ r«>r details, see Appendix A, p. 395. 

'*For tabic showing all loans made to China, see Appendix A, pp. 410-H. 
‘ For basis of estimate, sec Appendix A, pp. 392-97. 
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specie holdings abroad were increased by 1,096,000,000 yen. The 
classified loans and the direct investments made during this period 
are shown on page 219. 

The loans to allied governments took the form of the purchase 
of exchequer bonds in the case of France, exchequer bonds and treas- 
ury bills in the case of Great Britain, and treasury bills in the case 
of Russia. Ail of these obligations were thus of relatively short dura- 
tion. The British loans were, in fact, entirely liquidated by 1922, and 
the French loans by the end of 1924 (see Appendix A, page 395). 
No payments, however, have been made on any of the Russian 
obligations. The first of them were renewed once or twice, but since 
October, 19J7, no renewals have been made and the entire indebted- 
ness is regarded as permanently in default. 

The war-time loans to China may be regarded as a venture in im- 
perialism. While they were not made by the Japanese government 
directly, most of them were made with the backing of the government 
and with political objects in view. This was particularly the case with 
the so-called ^^Nishihara” loans, so designated after the official who 
was chiefly interested in their promotion. A full list of these loans, 
showing the date contracted, the maturity date, the amount of the 
loan, the amount outstanding at the end of 1925, the interest arrears, 
the date since which the loans have been overdue, and the creditor 
company, is given in Appendix A, pages 410*1 1. The wide variety of 
purposes for which the loans were made is indicated by the titles 
given them, some of which are shown below. 

1 housands 


of Yf n 

Ssupnig'kai-T.ionan Rulway loan 32,000 

Si.ijpin^kai-C’han^'( hun Riilwa) loan ^,000 

5^/r Kirin-Chanjj;cluin Rail\Aa) loan 6,500 

10% loan for military equipment pun based bv the Minister of War 

(1915) 1,935 

10% tr(‘asui\ loans for inilitaiv expenses, provisional government of 

Nankins’ (19^) 2,000 

7% first arms loan (1917) 18,716 

7% stToml arms loan (1918) 13,365 

10% Bureau of Punting and Engraving: Company loan (1918) 2,000 

9% telegraph loan (1918) 20,000 

7%; war partKipation loin (1918) 20,000 

7^2%. advance for (onstriKtion of Kinn-Hui'ning Railway (1918) 10,000 

<rold mines and foitsts loan of Kinn and Hoilun^^kian^ (1918) 30,000 

8%; advance for tonstruction of four railw'ays in Manchuria and Mon- 

jroha (191 S) 20,000 

8% advance for construction of Chi-Shun Kao-Hsu railways (1918) 20,000 

8% Shensi Copper Mint loan (l920) , ... 3,000 
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Of all the Chinese loans made during this period, only the first 
two, amounting to 10 , 500,000 yen, may properly be classed as loans 
that are adequately secured by special pledges of revenues. Very few 
of the others have been reduced as to principal and the interest has 
been in arrears for many years. In the light of this history, it is not 
surprising that Junnosuke Inouye, now finance minister, wrote in 
1926 : 

These investments with the central and provincial governments of 
China — investments running to several hundred million yen — resulted in 
a dead loss, and today Japan can recover neither the capital which she 
thus locked up nor one penny of interest on it. To put the matter in a 
nutshell, I would say that foreign investment was not practised by this 
country, and that such trifling investments as were effected might just as 
well have been thrown into the sea.^ 

As a result of the repayment of the war-time loans of France and 
Great Britain, the permanent default of the Russian loans, and the 
bad loans to China which may be put at about 270 ,CX) 0 ,CX )0 yen, 
Japan’s foreign loan and investment position at the end of 1929 is very 
different from what it was in 1919 . The amount outstanding at the 
end of each year (in thousands of yen) was as follows: 



1919 

1929 

Loans to allied govei nincnts 

Loan?, to Oliina (lentral and prc>\incial govtnn- 

5 54,000 

— 

inents) 

268,595 

93,526 (secured) 

Other loanh and investments 

1,085,000 

1,600,000 

Specie holdings abroad 

1,345,099 

— 

T ot.'i I 

3,250,694 

1,693,526 


The private loans and investments are chiefly in Manchuria and 
China, the investments in — and through— the South Manchuria 
Railway alone amounting to approximately half the total. The others 
are in the South Pacific area, Hawaii, and the United States, An 
estimate for 1924 credits 108 , 896,000 }en to plantations in the Malay 
Peninsula and the East Indies; 3 , 684,000 yen to Philippine planta- 
tions; and 21 , 375,000 yen to other undertakings.’^ Investments in 
Hawaii, the United States, and Latin America, by native Japanese 
citizens, probably do not exceed 50 , 000, OCX) yen. 

Investments in transportation enterprises occupy first place in im- 
portance, with foreign trade second, manufacturing third, and 

" Pfohhrns of ihe Japanese Exchan gi ^ 1^14-26. 
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mining fonrth. Fot discussion of these investments, see Appendix A, 
page 404. 

A brief statement should be made at this place with reference to 
the indemnities that Japan has received. The first was the Chinese 
indemnity of 1897, which amounted to 38,082,886 pounds, equivalent 
to approximately 360,000,000 yen.* The second was the Boxer in- 
demnity of 1900, of which Japan’s share was 7 per cent, equivalent 
to 48,950,892 yen. Interest and amortization payments were begun in 
1902 and were regularly made until December i, 1917. By an act of 
1923, Japan agreed, in common with other countries, to devote the 
proceeds of the Boxer indemnity (and also of the indemnities next 
mentioned) to “cultural works in China,” and the receipts are entered 
in a special account for this purpose. 

The third and fourth indemnities arose out of World War finan- 
cial adjustments. As compensation for claims in connection with former 
German properties in China taken over during the war, Japan re 
ceived Chinese treas\iry notes of 40, 000, OCX) yen for the Tsingtao- 
T&inanfu Railway and similar notes for compensation of Tsinanfu 
public property and the salt industry, amounting to r 4,000,000 yen. 
No interest has been paid since r924. 

The acquisition of the lease of Kwantung Province as a result of the 
Russo-Japanese War gave Japan control of the South Manchuria 
Railway zone. When the railway company was organized the Japa 
nese government received stock valued at 100,000,000 yen. While 
this is not precisely an indemnity, it represents an asset that was ob 
tained without direct outlay. Under the terms of the Treaty of Ports- 
mouth, Russia and Japan agreed to reimburse each other for expenses 
in maintaining prisoners of war, and Japan received on this account 
the net sum of 47,450,000 yen. 

Finally, Japan shares in the German reparation settlement. Under 
the terms of the Young plan settlement she receives 0.663 
of the expected reparation payments due under the scheduled 37 
annuities. The total share is 511,400,000 marks, equivalent to ap- 
proximately 244,207,000 yen. The average annual annuity is about 
6,308,000 yen. 

IV. THE ACCUMULATION OF SPECIE BALANCES ABROAD 

Mention has already been made of the accumulation of large hold- 
ings of specie abroad, particularly during the period of the World 

* Foj detilU, Appendix A, p. 402. 
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War, and these sums have in fact been included in the amount of 
foreign investments at the several periods discussed* The story of these 
large balances in foreign banks is not only engaging in itself but it 
sheds an interesting light on the problerhs of internationa] exchange 
during periods of maladjustment. 

The practice of maintaining substantial deposits in foreign banks 
began at the time of the receipt of the Chinese indemnity. The in- 
demnity was paid in London; and the British government, which did 
not favor the export of the entire amount at one time, suggested that 
50,000,000 yen of the 3 60, 000, (XX) due be deposited in the Bank of 
England. The proposal was agreeable to Japan, inasmuch as the 
country had an adverse balance of payments, and it was convenient to 
have funds on deposit in London with which to meet foreign obliga- 
tions and to maintain the stability of the exchange. The keeping of 
this gold in London did not mean that it could not be counted as a 
part of the specie reserve of the Bank of Japan for it was, of course, 
withdrawable on demand. 

As we have seen, the international income from trade and service 
operations during the 15 years preceding the World War was con- 
tinuously less than the current international outgo. Hence the main- 
tenance of exchange stability was a matter of more or less constant 
concern, and particularly so during the period of the Russo-Japanese 
War. The specie holdings abroad were built up during these years, 
by means of borrowing operations, to substantial proportions, the 
amount at the end of 1905 being as high as 442,ooo,c»oo yen. At the 
end of 1913 the amount was 246,176,000 yen. This specie was owned 
in part by the government and in part by the Bank of Japan.^ It 
was held on deposit mainly in commerLial banks in London and 
yielded a low rate of interest. 

During the period of the World War, particularly after 1935, 
these foreign deposits were rapidly expanded until, at the end of 
1919, the amount outstanding was 1,343,100,000 yen. The explana- 
tion of this phenomenon is as follows: The export trade and other 
sources of international income — after a brief interval in the early 
months of the war when Japan’s trade and financial relations were 
$0 demoralized as to threaten bankruptcy — began to yield a con- 
siderably larger volume of foreign exchange than was needed for 
covering imports and other obligations. The surplus due Japan would, 

® For dft.iilctl annu.U liguret>, sec A-ppindix A, p 412. 
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under ordinary circumstances, have been Imported in the form of gold. 
But the iayiog of embargoes on gold shipments during the latter war 
years made this means of settlement impossible. Accordingly, the 
excess of foreign exchange resulting from the export surplus ac> 
cumulated in foreign banks. Since practically all of the exchange 
business was handled by the Yokohama Specie Bank^'^ this institution 
found itself in possession of huge foreign balances, which were un-’ 
available for financing the subsequent instalments of export trade. 
In order to meet current financial requirements, therefore, the Yoko- 
hama Specie Bank, and other exchange institutions, were obliged to 
borrow from the Bank of Japan sums equivalent to their holdings 
abroad. The incurring of these huge obligations would perhaps not 
have given rise to so much concern had not the exchange banks had 
to pay about 7 per cent on their loans from the Bank of Japan, 
whereas they received on their foreign balances only 3 or 4 per cent. 
Moreover, the value of their foreign holdings declined as the pound 
sterling depreciated. “ 

A portion of the balances abroad was purchased by the Japanese 
government in order to have funds available, not only for meeting 
current foreign payments but also for the future redemption of 4.5 
per cent sterling loan bonds which were to fall due in 1925. At the 
time it seemed to many a far-sighted policy to make provision long in 
advance for the meeting of these obligations, which aggregated 
nearly 600,000,000 yen. The funds with which to purchase these 
foreign specie balances were derived from the current budget surplus 
of the war period.'^' By 1919 the government haci acquired as much 
as 1,050,000,000 yen of foreign currency. 

'Fhe Bank of Japan also came to hold substantial sums abroad as a 
result of its participation in the financing of Japanese trade in such 
markets as India, southern Pacific islands, South Africa, and South 
America. The process was as follows: The Bank of Japan made loans 
to exchange banks on the security of export bills which were payable 
in New York or London. When these loans were paid the Bank came 
into possession of foreign funds. 

Between 1919 and 1929 these foreign holdings of specie were re- 
duced to negligible amounts. (See table, page 412.) They have been 

’’’ Set* d p. 127. 

’'The 1 ttes on swell deposits advinced ah-irply dining the* wiu peiiod. 

’"See Chip. XI, p. 1 61. 
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used in substantial part in meeting payments abroad arising from the 
deficiency of international Income, the remainder teing transferred to 
Japan where it served to increase the gold reserves of the country. 

The surplus revenues which accrued during the war period might 
have been used much more advantageously than in the building up of 
foreign balances. It would have been better, for example, to buy up 
large quantities of Japanese external loans, thereby saving interest 
charges^ or to purchase approved foreign securities, both public and 
private. In fact, only 90,000,000 yen of Japanese foreign loans was 
redeemed j and the purchase of foreign securities, aside from the 
exchequer bonds and treasury bills of the allied governments already 
referred to, was negligible. 

The explanation of the policy that was pursued is chiefly the in- 
experience of the Japanese people at this time in the realm of inter- 
national finance and the lack of private investment financing ma- 
chinery with which to make such investments. In the words of Mr. 
Junnosuke Inouye, who during these years was president of the Yoko- 
hama Specie Bank, 

The Japan of the war period in fact resembled an impecunious family 
which had never known what it was to taste of life’s good things. Then 
came a day when an unexpected legacy put it in possession of a cellar of 
noble vintacjcs. For many arid years this famil}^ had savoured naught but 
the chilh brew of excess imports, but now it was called on to dispense the 
hcad\ wine of excess exports. It flowed in abundant measure, hut there 
was no one who knew" how to serve it properly — old brandy was served in 
tumblers, claret in liqueur glasses — and in the house all w'as confusion.’^ 

The foreign balances, as we have seen, w’^ere all held by the govern- 
ment, the Bank of Japan, or the exchange banks; there were no in- 
stitutions interested in selling foreign securities to the Japanese 
people, and the Japanese people were not foreign-security-minded. 
I'he building up of these balances by the government with an eye 
to the meeting of future obligations thus appeared to be the part of 
wisdom. The only foreign Investments in securities of any significance, 
apart from the loans to the allies, w^rc the ill-fated loans to China, to 
w^hich reference has been made in the preceding section. 

V. FOREIGN EXCHANGE FLUCTUATIONS 

By way of rounding out this discussion a brief statement should be 
made about the Japanese exchange problem. During the years prior 

Ptoblcms of the Japanese Exchange^ jqi4-?6. 
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to 1897^ Japan’s foreign exchange gave rise to no difficulties, the 
income from international trade and services being ample to meet all 
foreign obligations. But during the succeeding 15 years the mainte- 
nance of exchange stability presented an almost continuous problem. 
This was true not only during the period of the Russo-Japanese War^ 
Japan was continuously hard pressed to obtain the means of meeting 
current foixign obligations. The stability of the exchange was main- 
tained by borrowing operations, and not as the classical theory of 
international exchange would assume, by the movement of specie 
in and out of the country’^ and by consequent price readjustments — 
for the specie movements bear no relationship to the balance of 
international accounts. 

Since 1913 Japanese exchange has undergone considerable fluctua- 
tion. At no time, however, has there been any complete demoralization 
such as European countries experienced. The monthly quotations of 
Japanese exchange on New York from 1913 to 1930 arc shown by 
the diagram on page 227. 

During the World War period Japan, in common with other coun- 
tries, established an embargo on gold movements; hence theie was 
no opportunity for specie to flow in response to natural economic re- 
quirements. During the later war years Japan’s exchange was well 
above par, as a result of the heavily favorable balance and the in- 
ability to import gold. Japan’s embargo on gold exports was cstab 
lished in 1917, but it was of no moment so long as current interna- 
tional income from every direction exceeded the outgo. 

After the tide turned in 1920 and heavy adverse balances again 
developed, the exchange problem became acute. The yen dropped well 
below par during the financial crisis of the spring of 1920, but re- 
covered in the latter part of the year. From December, 1920, to 
the end of the year 1929, the yen was continuously below par, sinking 
to a low of 38.5 in the post-earthquake period of 1924-25. 

In consequence of the difficulties occasioned by the earthquake, and 
later because of a widespread belief that a depreciated exchange was 
an economic advantage to the country, Japan did not remove the 
gold embargo and restore the free movement of the international 
exchanges until the end of 1929. Although the extent of exchange 
demoralization was very much less than that of any of the European 
belligerents in the World War, Japan lagged well behind in the 


Fq? annu»l international! specie movements, 1870-19^, see Appendix A, p, 407. 
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restoration of the gold standard. The controversy with reference to 
the stabilization of the exchanges eventually became one of great 
political importance, and the question is still vigorously debated. 
The economjc issues involved will be discussed m Chapter XXI. 
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CHAPTER XV 

THE GROWTH OF NATIONAL WEALTH 
AND INCOME 

The improved utilization of agricultural and other natural re 
sources, and the extensive development of financial, commercial, and 
manufacturing enterprises during the last 40 years, as outlined in 
preceding chapters, have obviously resulted in a very substantial 
increase in the national wealth and income of Japan. While there are 
no data with which to show the growth that has occurred from the 
beginning to the end of the epoch which we have been considering, 

Growth of Aggregate and Per Capita Wealth, 1905-24®^ 



"Ihe attiul vjIuc figincs au ^ivtn in Tabic 7L P* 468. 

it is possible to indicate with some degree of accuracy the general 
growth since 1905. The available figures are presented in this chapter 
not only in aggregate terms but also in relation to the growth of 
population. 

Official estimates of the wealth of Japan proper have been made 
for various periods. The Bank of Japan has made estimates for the 
years 1905, 1910, and 19175 the (former) Board of National Re- 
sources for 1913 and 19195 and the central Bureau of Statistics for the 







end of the year 1924. The latter estimates are comprehensive in 
character and compare favorably m quahty with those that have been 
made in other countries.' 

The figures for the various years axe expressed in terras of the yen 
values of those particular years. Since the price level has fluctuated 
widely since 1905, if we are to obtain a correct picture of the growth 
of national wealth it is necessary to adjust the value figures by an index 

I sriMATED National Weaith of Japan Proper, 1924“ 

Classified by Form of Wealth and Ownership 
(In thousands of ytn) 


Form of Wealth 


Lands 

Mines 

Waters and harbors 
I imber trees 
Buildings 

b urni lure and household goods 
Manufacturing machintr) and implements 
Livestock 

Railways and tramw ays 

Vehicles 

Shipping 

Water works 

Bridges 

Agricultural products 

Forest products 

Manufactured products 

Mining products 

Aquatic products 

Imported merchandise 

Coins and gold and silver bullions 

Property of departments of governmt nt 

Other property 

b xcess of credit over debt abroad 
Total 


1 oul 

State and 
Public 
Properties 

Private 

Property 

SS,247,S40 

j 

35,247,540 

S,S2S,2SO 

— 

3,523,250 

S,158,9(X) 

5,138,600 


1,747,670 

S2S,600 

1,222,070 

16, 526, ISO 

589,620 

1S,956,S50 

6,683,360 

194,810 

9,488, SSO 

1,987,200 

- 

1,987,200 

526,010 

7,9(X) 

S18,110 

3,S44,210 

833,5701 

2,708,840 

428,390 

- 

42S,S90 

520,490 

_ 

520,490 

285, 3S0 

274,290 

9,060 

375,820 

57 5,820 


5,510,420 

1 29,840 

5,280, S80 

94,640 

' 2,830 

91,810 

1 2,511,160 

61,440 

2,249,720 

1 75,4/0 

' 

7 5,170 

46,510 

9,S80 

56,750 

501,800 

- 

SOI ,800 

1,825,820 

411,000 

1,412 820 

6,485,880 

0,483,880 


10,2S8,270 

2,SS4,S70 

7,705,700 

287,810 

-1 ,297,450 

1,58S,240 

102,541,600 

16,01 S, 720 

86,52S,880 


“ Mon, K , Estimate oj the National IVtalth and Income oj Japan Vropti y \1X^ Session 
De I Institut Inttrnational de Statistique, lokvo, 1930 
** 1 he gicater part of government railway properties ib evidentU under proptrt) of 
departments of government ” 

number of prices. Whiie the index number of wholesale prices in 
Tokyo IS not sufficiently comprehensive to measure accurately the 
change m the value of all wealth, it nevertheless serves to give a 
reasonably comparable set of figures, except for the war years, when 
price fluctuations were of an extreme character. In the diagram on 

* See the estimate of the nitionil wealth and income of Jipan propi 1 presented at the 
Nineteenth Session of the Intel national St itistic li Institute, 1 okyo 1930, by K Mon, chief 
tftaOstiei ui if the Bnreiu of Statistics in the Imperil! Cabinet 
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page 22^ we show, by means of adjusted data, the increase in the ag- 
gregate wealth of Japan and also in the wealth per capita from 1905 
to 1924, 

The rate of increase in wealth was comparatively slow from 1905 
to 19x3 — the aggregate wealth expanding approximately 24.9 per 
cent and the per capita 2.7 per cent. Between 1913 and 1924 the 
increase in the aggregate wealth was 54.6 per cent, and in the per 
capita wealth 39.8 per cent. 

We have checked these estimates for the years 1913 and 1924 with 
the production data compiled in earlier chapters, and find that the 
trends there indicated coincide closely with those shown by the ad- 
justed figures in Table 73 on page 468. The production data given in 
the preceding chapters indicate that the total wealth continued to 
increase slowly from 1924 to 1929. 

The various classes or forms of wealth which make up the total 
estimated wealth for 1924 are shown by the table on page 230, which 
also gives the distribution as between public and private ownership. 
(See also page 469,) The total wealth in 1924 amounted to 1,73 1 
yen per capita, or 8,651 yen for a household. In terms of ownership, 
state and public property account for approximately 15 per cent of 
the whole. 

The national income of Japan proper, for the year 1925, has also 
been computed by the Bureau of Statistics/ The estimate amounts to 
224 yen per capita, or 1,124 household. The total income is classi- 
fied as follows: 


Private income 

Thoiisinds of Y'< 

Taxed 

5,104,221 

Untaxed 

7,852,7 1 7 

State and public income 

broin state undertakings and properties 

3 5 5,0 14 

Re<ei\ cd by jniblic bodies 

70,37 1 

T otal 

1 3,382,323 


Among the sources of state and public income, the most important 
are the profits of monopolies and of state railways and the receipts 
from electric utilities. Of the total private income, 555,392,000 yen 
was interest on corporate bonds, debentures, etc. 5 320,554,000 yen 
corporate surpluses; 190,349,000 yen dividends; and 119,317,000 yen 
interest on government bonds and postal savings accounts. The income 
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of individuals derived from other sources, principally wages and 
salaries, aggregated 10,415,302,000 yen, or 80 per cent of the total. 
The classification in full is shown in Table 75, page 471. 

In order to give significance to the figures of national income of 
any country, it is necessary to make comparisons with other countries. 

Na'honal Income of Selected Countries, 1928'' 


ACGHGATe 



, f>€ff CAPITA 



In the diagram above we accordingly show the aggregate and the 
per capita income of a number of important countries for the year 
1928. Since the latest estimate of national income for Japan is for 
1925, it is necessarj^, for purposes of this comparison, for us to esti- 
mate the changes in the income of Japan between 1925 and 1928. 
The production figures assembled in preceding chapters indicate that 
agricultural output was practically stationary, that mineral production 
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increased somewhat, and that manufacturing expanded materially. We 
estimate that the annual income, as measured by quantity production, 
must have increased by from 3 to 5 per cent. But since the general level 
of prices during these years fell by approximately 12 per cent, the 
national income as measured in value figures would appear to have 
declined by something like 8 per cent. 

In terms of aggregate national income, Japan compares favorably 
with Italy and France, but by virtue of the much denser population 
in Japan the per capita income is very much lower. It is only about 
63 per cent that of Italy, about 38 per cent that of France, one-third 
that of Germany, and less than one-fourth that of Great Britain. 

If one were to appraise the economic development of Japan since 
the devolution of 1868 solely on the basis of the data p^resented in 
Part II of this study the conclusion would inevitably be relatively 
optimistic. The opening up of the country to foreign trade and the 
adaptation to Japanese requirements of occidental institutions and 
methods has resulted in a doubling of the population during a period 
of 60 years and a more than proportional increase in national wealth 
and income. This favorable production record is, however, in no small 
degree the result of adventitious factors and of policies which, while 
temporarily stimulating to production, are in the long run economi- 
cally detrimental. These aspects of the problem will be brought forth 
in the interpretative analysis of Part III. 
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PART III 

INTEGRATION AND INTERPRETATION 




CHAPTER XVI 
AN EPOCH OF HISTORY 

Detailed discussion of particular phases of economic development 
inevitably obscures the general picture of economic expansion, and 
fails to disclose in any adequate way the motivating forces responsible 
for the evolution of the economic organization as a whole. It is essen- 
tial, therefore, that we endeavor now to summarize and integrate the 
foregoing analysis and to interpret some of the larger consequences 
of the epochal developments that have occurred. 

The economic history of modern Japan divides itself into four 
more or less clearly defined periods. The first extends from the time 
of the restoration in 1868 to the Chino-Japanese War of the middle 
nineties. It was a period of foundation laying and relatively slow 
growth, and was distinguished by the selective adaptation of occi- 
dental institutions in the reorganization of the political and economic 
structure of the country* 

The second period, from 1 896 to the World War, was one of round- 
ing out and stabilizing the new political, economic, and social system. 
As a result of the successful wars with China and Russia, and the 
acquisition of Formosa, Chosen, Karafuto, the South Manchuria Rail- 
way zone, and the leased province of Kwantung, Japan during these 
years achieved her place in the sun and became recognized as one of 
the great powers of the world. On the economic side this era was one 
of rapid expansion. The foundations that had been laid in the pre- 
ceding decades gave momentum to internal development, while the 
establishment of extensive commercial relations with the outside world 
greatly widened the scope of Japanese business opportunity. The 
economic life of the one-time hermit nation had become a part of the 
evolving world economic organization, and Japan profited greatly 
from the world-wide prosperity that prevailed throughout the greater 
part of this period. 

The third period, from 1915 to 1920, was one of extraordinary 
economic prosperity and expansion, followed by severe reaction. The 
World War probably did more to stimulate economic expansion in 
Japan than anywhere else in the world. Japan was a belligerent, it is 
true, but inasmuch as her participation was virtually limited to naval 



activities in Far Eastern waters the burdens, either in terms of man- 
power or finance, were of negligible importance. On the other hand, 
large orders for military supplies were received from the allied na- 
tions, while the curtailment of European competition in Japanese 
markets greatly stimulated internal industrial development. At the 
same time Japan was enabled to gain a foothold in the competitive 
markets of Asia, Africa, Australia, and the South Sea Islands. Ameri- 
can prosperity, with its accompanying mania for silk shirts and stock- 
ings, also provided the demand basis for a phenomenal expansion of 
sericulture. The war period thus lifted Japan to an entirely new eco- 
nomic plane — financially, commercially, and industrially. 

There is, to be sure, another side to this story. The conditions of the 
time resulted in the disorganization of the exchanges, the inflation 
of prices, and social and political unrest. It was during these years also 
that Japan was tempted to embark upon an ill-conceived and dis* 
astruus policy of financial imperialism. 

It should also be pointed out here that the phenomenal financial 
returns obtained from business enterprise generated a belief among 
many government officials and business men that extraordinary profits 
were the normal accompaniments of that system of modern business 
enterprise of which they had heard so much, but with which they 
had hitherto had so little experience, and that the streets of the 
future would assuredly be paved with gold. The government, both 
directly and through controlled financial institutions, provided vir 
tually unlimited funds for the expansion of economic enterprises at 
home and abroad. At the same time the managers of business corpora- 
tions, failing typically to appreciate the precarious nature of infla- 
tionary profits, followed a policy of declaring enormous dividends. 
The results of this policy manifested themselves in a serious way 
in later years when, in order to continue the policy of large dividends, 
provision for depreciation of plant and equipment was commonly 
ignored."^ 

The fourth period, extending from 1920 to 1929, is difficult to 
characterize because of fluctuating conditions in the earlier and chang- 
ing policies in the later years. The post-war liquidation proved less 
drastic in Japan than in most other countries — owing chiefly to the 
financial support afforded by the government and by banking institu- 
tions. (See chart showing comparative price movements, Chapter IX, 

' I-oj detailed discussion see Chap. XXII, pp. 3^8-40. 
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page ix^*) The recovery which began in 1922 assumed the proportions 
of a veritable boom in 1924 and 1925. This short expansion period 
found its impetus in earthquake reconstruction activities, in the rapid 
growth of certain new industries (particularly chemical manufacturing 
and public utility enterprises), and in the carrying out of extensive 
public work programs by both national and local governments. 

The great earthquake which occurred on September i, 1923, was 
at once a staggering social and financial calamity and an industrial and 
employment boon of major proportions. The seismic shock occurred 
at almost exactly twelve o’clock, at an hour when in almost every home 
the noonday meal was in preparation. As a result, fires started almost 
simultaneously in many places. The flames, swept by cyclonic winds, 
were soon beyond control, and spread devastation over a large part 
of Tokyo, Yokohama, and other cities in the earthquake area. One of 
the most tragic episodes of recorded history occurred in Tokyo, when 
approximately 40,000 persons perished from suffocation and heat in 
an open circle at the convergence of several streets where, with such 
household possessions as they could rescue and carry, they had gath* 
ered in the hope of safety. The total loss of life has been officially 
estimated at approximately 100,000, The value of the property 
destroyed has been variously estimated at from five to ten billion 
yen. About 370,000 buildings were razed, including all in the down- 
town business district. The area burned over was about 44 per cent of 
the entire area of the city, and nearly three times that covered by 
the San Francisco fire of 1906. In Yokohama 26 per cent of the 
total area was swept by the fire. 

Within a few months a reconstruction program was launched which 
involved the erection of a multitude of temporary dwellings and busi- 
ness establishments, the construction of a large number of permanent 
^‘earthquake-proof” buildings, and the rebuilding of street, sewerage, 
and transit systems along modern lines. Government and banking 
credits were freely extended; foreign credits and bank balances were 
heavily drawn upon, and substantial new foreign loans were co|i- 
tracted^ for the purpose of meeting the cost of increased importations 
of construction and other materials. We have already seen from the 
discussion in Chapters XI and XIV how rapidly the government’s 
fiscal and international investment position deteriorated during the 
years from 1923 to 1926. 

*ror detailed dlstusslon, sec Appendix A, pp. 400-01. 



Notwithstanding the enormous casualties, the human suffering, 
and the financial losses that were involved both to individual citizens 
and to the government, the earthquake reconstruction requirements 
served to stimulate a wide range of business activities and to create a 
favorable employment situation. Like the shortage of houses in the 
United States resulting from the suspended building operations of the 
war years, the destruction wrought by the earthquake left a great gap 
to he filled and created an insistent demand for replacement. Indeed, 
the reconstruction program was so vitally necessary that it had to be 
carried through almost regardless of cost. It is not surprising, there- 
fore, that a period of renewed inflation ensued, and that the years 
1924 and 1925 should resemble in some respects the war period 
itself. There was the vital difference, however, that the costs of the 
war catastrophe were borne almost entirely by the people of other 
countries, whereas the ultimate costs of the earthquake catastrophe 
rested upon the Japanese people themselves. 

Except for a brief period in 1920 and 1921, Japan thus enjoyed 
rapid economic expansion almost continuously from 1896 to 1926, 
and particularly from 1914 on. In the post-war years, however, finan- 
cial conditions were extremely unstable. As we have seen in preceding 
chapters, the government budget was seriously unbalanced and large 
loans were continually being floated by central, colonial, and local 
governments for the purpose of meeting deficits and carrying out 
both public and private economic undertakings. The balance of pay- 
ments with the outside world was heavily adverse, financial reserves 
and investments accumulated during the war-time prosperity were 
being rapidly dissipated, and the value of the yen was depreciating. It 
will be well to recall here the figures presented in Chapter XIV, 
which indicate that Japan was a net debtor country in 1913 to the 
extent of 1,223,509,000 yenj a net creditor country in 1919 to the 
extent of 1,398,723,000 yeiij and again a net debtor in 1929 to the 
extent of 8 io,2 1 5,000 yen. 

The country was, in fact, living much beyond its means, though the 
true state of affairs was obscured by the artificial prosperity which pre- 
vailed, and was apparent only to those who know how to look beneath 
the surface and to utilize statistical evidence in analyzing fundamental 
trends. But, as so often happens under such circumstances, those who 
warned of the dangers were regarded as mere pessimists or alarmists. 

The consequences of the inadequate liquidation of the early post- 
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war years, of the renewed inflation during the earthquake reconstruc- 
tion period, and of the general trends which we have been considering 
did not manifest themselves to the general public until the financial 
crisis of 1927. While the immediate cause of this panic— the most 
severe that Japan ever experienced — was the incidental disclosure In 
the March session of the Diet of the unfavorable condition of certain 
banks, the primary cause was the extraordinary volume of bad and 
doubtful loans that had been accumulating in the banks ever since 
1920 as a result of the business and financial policies and the condi- 
tions outlined above. 

The Josses resulting from the earthquake, particularly, rendered 
a large volume of outstanding paper uncollectible and at the same 
time required an enormous quantity of new loans for reconstruction and 
for general relief purposes. To alleviate the banking situation and to 
facilitate the work of reconstruction, the Bank of Japan, by Imperial 
ordinance, was authorized to discount specified bills that had been 
adversely affected by the catastrophe, with the guaranty by the govern- 
ment to indemnify the bank up to the limit of ICK),CX)0,000 yen for 
any losses that might be sustained. 

The period of this discounting was originally made to terminate on 
September 30, 1925^ but in view of the unliquidated condition on that 
date, the law was extended for two years until September 30, 1927. 
Trouble began when the government as a preliminary step to the 
removal of the embargo on gold exports, which had existed since 1917, 
sought in the spring of 1927 to liquidate these outstanding earthquake 
bills. Measures were introduced into the Diet providing for the com- 
pensation of the Bank of Japan for its losses incurred in discounting 
earthquake paper by the delivery to it of government bonds. At the 
same time it was planned to lend government bonds to the ordinary 
banks as a means of enabling them to liquidate remaining earthquake 
bills over a ten-year period. The necessary discussion of the need for 
this relief legislation precipitated a loss of public confidence, even 
though the bills were promptly passed. 

The runs on banks started in Tokyo and Osaka and soon spread 
throughout the country. Meanwhile, many bankers became cautious 
and took to calling in loans, thus placing many of the borrowing banks 
in a difficult position. The most important of these was the Bank of 
Taiwan, which was deeply Involved with the Suzuki sugar interests. 
The Bank of Japan greatly expanded its loans and discounts j but 
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this did not suffite to restore confidence. Some 36 institutions, large 
and small, were forced to suspend payments. The head office of the 
Bank of Taiwan continued in operation throughout the panic period, 
but branches in Japan proper and some foreign branches suspended 
operations. The deposits of the defaulting institutions amounted to 
several hundred million yen. 

A moratorium was finally proclaimed for obligations (with numer- 
ous exceptions) contracted prior to April 22 ^ 3927, and an extraor- 
dinary session of the Diet was convened for the purpose of passing 
two bills designed to restore financial stability- One bill authorized 
the Bank of Japan to make special advances to banks for meeting 
the withdrawals of deposits under government guaranty of indemnity 
against losses up to 500,000,000 yen; the other provided 200,000,000 
yen especially for the aid of the financial institutions of Taiwan- The 
measures which were passed on May 8 proved effective in arresting 
the panic. 

The result of the panic was a substantia] liquidation of the over- 
extended credit conditions; the elimination of many weak banks; and 
the merger of many other institutions. It also brought home alike to 
the government and to the banking community the inherent dangers of 
easy credit extension and indefinite carrying of borrowers whose finan- 
cial position is unsound. 

The next two years was a period of financial readjustment during 
which some progress was also made in ‘^rationalizing^’ industry. In 
the latter year, the Minseito government was returned to power by a 
large majority, on a program of financial deflation. This was to be 
accomplished by rigorous restriction of government loans, called the 
“no loan policy,” and by the lifting of the embargr) on gidd exports 
and the restoration of the gold standard at the old parity of approxi- 
mately 49.8 centwS. 

Some readjustment in prices and in business activity would, under 
any circumstances, have been an inevitable accompaniment of this 
policy of deflation. When there was added the effect of the world 
depression which began almost simultaneously, a business reaction of 
unprecedented severity naturally occurred. The price of silk, the pri- 
mary article of export, declined within a year by more than 50 per 
cent, reaching the lowest level since the organization of the Yokohama 
Silk Exchange. The repercussions of this and other depressing factors 
were felt throughout the entire economic life of the nation. 
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Late in 1930, however, business began to show considerable im- 
provement in many lines, notably in cotton textiles. The drastic cur- 
tailment of production had resulted in the depletion of stocks, and 
production for replacement purposes naturally followed. The iJilk 
industry, however, remains greatly depressed, and the export of fin- 
ished products to oriental markets is greatly handicapped by the col- 
lapse of silver values. 

The year 1927, then, marked the beginning of a period of financial 
reckoning which was completed three years later with the resumption 
of the normal functioning of the international exchanges and the de- 
cision to balance the government budget and live within the nation’s 
capacity. Even had there been no world depression, the year 1929 
would thus have marked in Japan the end of an economic epoch. The 
problems to which these changed financial policies give rise will be 
discussed in Chapter XXL 



CHAPTER XVII 


THE GOVERNMENT IN RELATION TO 
ECONOMIC ENTERPRISE 

At numerous places in the preceding chapters reference has been 
made to the aid which has been given by the government to one or 
another form of economic activity. The fact is that there has been a 
greater degree of state ownership of industry and closer relations 
between the government and private enterprise in Japan than has been 
the case in any other country during the same era. In this chapter we 
shall endeavor to set forth in a systematic way the part the govern- 
ment has played in the economic development which we have been 
considering. 

The Japanese government has played its role in a variety of ways. 
It has in some cases established outright, and in others participated in 
financing, pioneer business enterprises. It has promoted economic de- 
velopment directly by the use of public credit and Indirectly through 
the credit of banks established under government auspices. It has 
extended subsidies and other forms of financial aid to many different 
enterprises and for a wide range of purposes. Finally, it has stimulated 
the expansion of industry by means of fostering commercial policies. 
Each of these methods of promoting economic development requires 
a brief description and discussion. 

I. DIRECT PARTIOPATION IN INDUSTRY 

The government of Japan began its pioneering business activities 
very early in the Meiji era. Without attempting to present a complete 
or chronological story, the following illustrations will serve to indicate 
the range and character of government activities. It will be seen that 
while the state took the initiative in developing economic enterprises 
It was regarded as desirable to transfer them in due course to private 
hands. 

In the field of mining the government employed foreign engineers, 
imported and installed the latest machines, and operated all of the 
principal gold and silver mines and two of the most important coal 
mines of the country as model enterprises. These mines were then 
gradually transferred to private enterprise. By 1888 nearly all were 
being operated by private concerns. 
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In ttjJOtUes the government established a model jfactory for silk 
reeling as early as 1872, instruction in reeling technique being given 
to thousands of girl operatives. In 1874 a model factory for silk spim 
ning, with a view to a better utilization of waste silk, was established 
under the supervision of a Swiss engineer. Cotton and woolen factories 
were also set up by the government. For the former, two spinning 
machines, with 2,000 spindles each, were imported from England, 
while a German expert was obtained to supervise the latter. Cement 
and glass factories were also established in the seventies. In 1880 the 
government enacted a law providing for the gradual transference of 
all these establishments to private owners. 

The relation of the state to the development of transportation 
and communication has been sufficiently described in preceding chap- 
ters. The government took the lead in railroad development by con- 
structing the first line, and, except for the 20-year period Ixjtween 1885 
and 1905, private capital has not played an important part in railroad 
building. In the field of shipping, as we have seen in an earlier chap 
ter, the government purchased some foreign vessels and constructed 
others in the government dockyard at Uraga, transferring them in 
due course, without compensation, to private companies. Although 
after the coming of steel ships private enterprise gradually took over 
all shipbuilding activities, subsidies continued to be granted^ and sub- 
sidies, as was shown in Chapter V, have been extensively employed 
in the development of shipping lines. 

It may be recalled also that the government played a similar role 
in the development of the iron and steel industry, establishing the 
Yawata Iron Works in 1896. Private enterprise was encouraged 
through special legislation, particularly in the form of customs, duties, 
and exemptions from the business and income tax for a period of years, 
and by the granting of subsidies and bounties under certain prescribed 
conditions. The government iron foundry, however, still produces 
about one-third of the pig iron and about one-half of all the steel pro- 
duced in the country. 

In the early days of the sugar industry in the southern islands, the 
government directly assisted in financing private firms j and in 1906 
a government factory was established for the purpose of putting into 
practice the result of experiments made in the sugar research bureau 
of the government. 

It will be seen from the foregoing account that the government of 



Japan followed no set rule in promoting industrial development. The 
general principal, however, appears to have been to go only as far as 
might prove necessary to bring about the desired results. In some 
cases this meant actual pioneer work in setting up and operating busi- 
ness establish men tSj in other cases it meant financial participation in 
the organization of enterprises, the government contributing a portion 
of the funds required j and in still others it meant only the granting of 
special favors to private concerns. Whatever the particular method 
employed, the theory apparently always was that eventually private 
enterprise might be expected to take over the reins of management — 
though for reasons of public policy it has seemed desirable that the 
government should remain permanently in certain fields, particu- 
larly in transportation and communication. That the government has 
never got entirely out of industrial enterprise is evident from the fact 
that in 1928 there were as many as 371 government factories in opera- 
tion, having 136,032 employed workmen. 

II. UTILIZATION OF PUBLIC AND BANKING CREDIT 

The central government of Japan began the modern era, as we have 
seen in Chapter XII, practically free from public indebtedness. State 
and local governments were not separately organized until 1890; 
hence no local public indebtedness existed until well into the modern 
era. Accordingly, it was possible to utilize public credit much more 
extensively than would have been the case had the new nation begun 
its career with a large heritage of indebtedness. Government credit 
was a virgin resource. 

No extended discussion of the purposes for which and the ways in 
which public credit has been utilized in promoting economic develop- 
ment is here required. We have seen in Chapter XII how the credit 
of the national government, in the form of bond issues, was utilized in 
financing the development of transportation, and of the postal, tele- 
graph, and telephone services. The credit of the national govern- 
ment was also placed behind the colonies, thereby enabling thCsSe 
financially undeveloped regions to float loans for similar internal 
developments. The local autonomies have also, as wc have seen, em- 
ployed their credit extensively in the construction of public works, 
sanitation enterprises, and public utilities, as well as for the direct 
encouragement of industries. These economic enterprises, which were 
indispensable to the development of a modern economic system, were, 
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as we have seen, usually highly productive in character; and hence 
from the point of view of government finance they have proved in 
the long run an asset rather than a liability. 

The government has also aided industry in Japan through the inter- 
mediation of financial institutions and agencies. To an exceptional 
degree banking establishments, both commercial and industrial, have 
been made the servants of commerce and industry. The development 
of the central commercial banking institutions (of Japan proper, of 
Taiwan, and of Chosen), the growth of large private banking houses, 
and the organization of a series of special investment banking agencies 
and co-operative institutions, have provided a great reservoir of 
credit which has been available for financing not only the expansion 
of commerce but also the development of potential resources as well. 
The danger, indeed, has been not that there would be too little credit 
available but rather that it might be too readily obtained. We have 
already seen how the over-expanded credit situation led to the finan- 
cial collapse of 1927. We arc for the moment, however, concerned 
not with the dangers of the too free use of credit but only with the 
fact that the economic expaiission of Japan w^as not held back for want 
of available liquid capital. As we wshall later see, the rates of interest 
charged have been continuously high; but in view of the profits 
obtained during the expansion era the relatively high cost of borrowed 
money was not a factor of vital importance. 

III. HNANCIAL CONTRIBUTIONS 

The ciiscussion in preceding pages and in preceding chapters has 
already made it clear that subsidies have played an important part in 
stimulating economic development in Japan. The policy of granting 
sul)sidics and other forms of financial aid has not been confined merely 
to industry and shipping, but has been extended also to agriculture, 
mining, forestry, and fishing. The most important ways in which the 
government has given financial aid to agriculture have been through 
subsidies to sugar producers in Formosa, the so-called Rice Control 
Act, and the silk indemnity. These may conveniently be considered 
first. 

In 1902 a sugar subsidy act was passed, under which the govern- 
ment gave a l>ounty to persons engaged in the production of sugar. 
The subsidies were extended for the purpose of meeting the cost of 
young canes, purchasing fertilizers and machinery, and covering the 


247 



V ^ ' 


1 




•I t V 








expenses of cultivation. Under the act of 1902, the government sup- 
plies young canes free of charge to a person undertaking cultivation 
with modern machinery and owning his own cane farm; meets 50 
per cent of the cost of drainage and irrigation; and makes loans with 
which to purchase machinery and implements, or provides them free 
of charge according to the circumstances prevailing in each case. The 
total of such subsidies is limited to 150,000 yen a year. 

The government began the control of the price of rice in 1918 
through regulating the supply of imported rice. The Rice Control Act 
was passed m 192 r for the purpose of stabilizing prices. It provides that 
whenever the government deems the regulation of the supply or the 
price of rice desirable it may purchase, sell, exchange, or store rice, or 
raise, or lower, or abolish customs duties affecting the importation of 
this highly important cereal. To raise necessary funds, rice purchase 
notes payable within one year may be issued, or ordinary borrowing 
may be resorted to — the total that may be raised being now fixed at 
270,000,000 yen. 

The cost to the government of the operation of the Rice Control 
Act has steadily increased from 8,283,000 yen in the fiscal year 1 922 23 
to 7‘?,059,000 yen in 1928-29, not counting the losses still to be in- 
curred in connection with the sale of rice in stock estimated to be worth 
over 60,000,000 yen. At the end of March, 1929, the total liabilities 
that had been incurred by the rice control account stood at 1 5I,545,CX)0 
yen.^ 

The Silk Stabilization and Indemnification Act was passed in March, 
1929, for the purpose of aiding scnculturists who were in great dis- 
tress because of the calamitous decline in the price of silk which began 
with the depression of American industry and trade. The law, as 
amended, provides for the indemnification of silk producers for losses 
sustained to the extent of 3,516 yen for each so-called account which 
consists of ten bales. Inasmuch as there were 8,394 such accounts, the 
indemnity obligation of the government aggregated 29,513,304 yen. 
This sum is payable in instalments up to June 30, 1932. 

The subsidies and other contributions from the national treasury 
have been extended for a wide range of objects and purposes. The 
Economic Research Department of the Bank of Japan has compiled 
a complete list of all these contributions for the fiscal year 1928-29, 

’ r f»r detailed data u«th leftrrncc to the market operations under the Rice Control Act, 
and the financial condition of the “account** sec Tables 76 and 77, p. 472. 
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classifying the items by the fiscal accounts under which they fall.® 
We present in the following table the outlays grouped according to 
the purposes to which they are devoted. The figures do not include 
outlays in connection with the rice control and silk indemnification 
laws. 


Contributions From the National Treasury, 1928-29 


(In Yen) 


General Social Purp)ose&: 


Educiition 

18,471,403 

Hospitals and sanitation ... .... 

3,470,733 

Labor exchanges, improvement of slums, and other 


social works . ... 

3,50 1,836 

Earthquake relief and reconstruction , 

26,405,337 

Police protection ... . ... 

1,120,784 

Expe7tditures for geiteral social purposes as percentage of total 

Public Works: 


Water-works 

2,178,133 

Sewerage 

588,700 

Harbor works , . 

7,925,900 

Road making and repairing 

7,774,732 

Rivci embankments 

10,400,300 

Exfeitduures for public (works as penentage of total 


Private iridu.stry: 


Commerce and indu.stry (general) 

180,995 

Steamship lines . . . 

10,321,172 

Railways 

12,677,707 

Encouragement of automobile industry 

979,900 

Encouragement of aeronautics 

936,000 

Iron foundry and steel works 

1,750,285 

Smelting- . ... 

190,000 

Manufacture of dyes 

1,004,500 

Manufactute of soda ash 

213,000 

Industrial laboratory 

700,569 

C'otton s})inning 

230,000 

Woolen <-lotli weaving 

120,000 

P'mcourageinent of use of broad cloth.s . . 

13 5,000 


52,970,093 

36.$ 


28,867,765 

I9.V 


Sjlk industry . 778^656 

En( ouiagenicnt of sugar indirsfry . , . 690,000 

Encouragement of oil boring 492,000 

Encouragement of subsidiary industries 326,247 

Enroll ragfeinent of industries in Okinawa 44,218 


Expenditures for private industry as percentage of total 
Agriculture: 

General aid . 12,311,2 55 

Encouragement of stock farming 1,500,492 

Encouragement of tea industry . 4,245 

Encouragement of flax and ramie production 32,000 

Improvement of mulberr)' plantations . 284,414 


“See Table 78, p. 473. 


31,770,249 

21.9 
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Improvement of sericulture , . 

Aid to co-operatit e marketings associations 

Expenditures for agriculture as percentage of total 
Forestry, encouragement of 
ds a percentage of total 
Marine Products Industry, en< ouiagtmcnt of 
As a perientage of total 
Miscellaneou';* 

Rn( ouragement of foieign trade 
Encoumgeinent of enugration 
Training of manncis 
C’ompilation of industrial statistics 
Contnbutions to local autunonues 
Intcust on lotal government loans 
Aid to (I edit associations in Chosen 
Finaiu mg 
Othei s 

As a pmentage of total 


69 ( 5 , 08 ^ 

30,000 

14 , 858,490 

10,2 

3 , 246,569 

2.2 

1 , 928,967 

J .3 


1 , 105,453 
1 , 325,945 
20,000 
810,012 
2 , 710,447 
2 , 030,966 
284,000 
1 50,000 
3,1 59,223 

1 1 , 596,046 

g 0 


Total 


145 , 238,179 


It will be seen that the largest donations were made for earthquake 
relief and reconstruction, transportation, education, and agriculture. 
It is of interest to note that with steamship lines and railways omitted 
from the classification, the sums contributed for the aid of private 
industry were materially less than were the amounts devoted to agri 
culture, even aside from the contributions for rice control and silk 
indemnification. Of the total outlay of 145,238,179 yen, as much as 
22,41 1,504 yen was from the special accc^unt for Chosen and 7>583,575 
from the special account for Taiw'an. 

The financial contnbutions m support of private economic activities 
constitute but a small percentage of total government expenditures. 
Leaving contributions for public works and for general social and 
miscellaneous purposes out of account, the contributions in the fiscal 
year 1928-29 for the aid of industry, agriculture, forestry, and marine 
products amounted to only 51,804,275 yen. This is less than 3 per 
cent of the total national government expenditures of that year. Con- 
tributions for all purposes indicated in the table amount to approxi- 
mately 8 per cent of the total budget outlays. 

IV. COMMERCIAL POLiaES 

Tariffs and commercial treaties are other devices by means of 
which the Japanese government has sought to promote economic de- 
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velopmcnt. The history of Japanese commercial policy begins in 1851, 
when treaties were negotiated with England, Russia, and China. In 
X854, shortly after Admiral Perry’s expedition, a preliminary treaty 
was negotiated with the United States. In 1858 these treaties were 
replaced by conventions which provided for extra-territorial jurisdic- 
tion and incorporated a schedule of import and export duties. The 
duties were in fact dictated by the foreign governments with which 
treaties were made and were fixed at a very low level. A general 
revision of these treaties was made in 1866, and the revised schedule 
remained in force without modification for 30 years. 

With the complete reorganization of the government system, both 
national and local, which followed the adoption of the constitution 
in 1889, and with the prestige gained by Japan as a result of her 
sweeping military victory over China in the middle nineties, the 
powers finally consented, in 1899, ^1^^ abandonment of extra-ter- 

ritoriality, which automatically carried with it the acquisition by Japan 
of complete tariff autonomy. 

It was thus not until the turn of the century that Japan was in a 
position to attempt systematically to promote industrial development 
through the levying of protective duties and by the negotiation of 
commercial treaties designed to be of reciprocal advantage. New com- 
mercial treaties somewhat more advantageous to Japan had been nego- 
tiated in the late nineties, and these remained in force until 1910, when, 
for the first time, a comprehensive tariff law was promulgated. 

It was the declared object of this general tariff law, which went 
into operation on July J7, jgn, to obtain larger revenues and to 
secure adequate protection fur Japanese industry. No export duties 
were levied. As many as 672 imported articles, classified in 17 groups, 
were incorpc-irated in the new tariff. Raw materials for the most part 
were duty free, semi manufactured materials carried small rates, and 
finished commodities much higher rates, ranging typically from 15 to 
40 per cent. Still higher duties were placed upon luxuries. The rates 
averaged about 5 per cent before i899j about 10 per cent from 1899 
to 1906 j and approximately 15 per cent from then until 1911. The 
average rose in 1913 to about 19 per cent, and then fell during the 
war years to around 8 per cent — the result of rising prices. 

Revised trade treaties with leading commercial countries were 
entered into after 1911, which provided for concessions regarded as 



reciprocal advantages. At the present time, Japan maintains the ^^most 
favored nation’^ treatment with 31 countries, 

A number of unimportant changes were made in tariff rates in 
1915. Then, in 1920, came extensive modifications, intended for the 
twofold purpose of mitigating the effects of depression and furthering 
the government’s program of national security. In 1924 a lOO per cent 
ad valorem duty was imposed upon a list of 120 commodities desig- 
nated as luxuries, the list being slightly reduced in the following 
year. The purpose of these duties was both to discourage extravagance 
and to lessen the adverse trade balance. In 1926, a general tariff 
revision act was passed which, with certain amendments in 1927, 1929, 
and 1930, is in force texlay. The average level of rates in 1927 was 
approximately 17 per cent. 

The major principles emlxjdied in the general tariff revision of 1926 
have been stated as follows: ( i) the free admission of raw materials 
which are not produced or are scarce in Japan; (2) the reduction of 
duties on the necessaries of daily life; (3) additional protection to 
staple industries having bright prospects for the future; (4) the im- 
position of especially high duties on luxuries; and (5) a larger resort 
to specific, in place of ad valorem, duties. 

It is apparent from the foregoing statement that during the last 20 
years Japan has followed a policy of high and increasing protection 
intended to foster economic development. The wide range of pro- 
tected commodities is perhaps best indicated by the group classifica- 
tions, which are as follows: 

Plants and animals (living) 

Grains, flours, starches, and seeds 
Beverages, comestibles, and tobacco 

Skins, hairs, bones, horns, teeth, tusks, shells, and manufactures thereof 

Oils, fats, w^axes, and manufactures thereof 

Drugs, chemicals, medicines, compounds, and explosives 

Dyes, pigments, cuttings, and filling matters 

Yarns, threads, twines, cordages, and materials thereof 

Tissues and manufactures thereof 

Clothing and accessories 

Pulp for paper making, papers, paper manufactures, books, and pictures 

Minerals and manufactures thereof 

Potteries, glass, and glass manufactures 

Ores and metals 

Metal manufactures 
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CI(?g}cs, watches, scientific instruments, firearms, vehicles, vessels, and 
machinery 

Miscellaneous articles 

The detailed classification covers nearly every conceivable individual 
article of commerce, and resembles nothing so much as the conglom- 
erate tariff schedules of the United States. Like the latter it also has 
its amusing features, for one finds under comestibles, for example, 
such interesting commodities as ^Spawn of mushrooms,” ‘^desiccated 
eggs,” “birds’ nests,” and “dried jews’-ears.” 

It should be noted that the tariff is not confined entirely to industrial 
products. Agriculture is also afforded protection. There are ad valorem 
duties of from 5 to 20 per cent on nearly all kinds of livestock, and 
corresponding rates on dressed meats, animal fats, butter, and cheese* 
Rice and paddy, barley, wheat, and other cereals, and a wide variety 
of seeds and tea are also given moderate protection. In general the 
principle has been to encourage the production and manufacture within 
the country of almost every possible commodity, whether agricultural, 
industrial, or mineral. 

Japan’s tariff policy with reference to the colonies has been one of 
assimilation. That is to say, the same duties against foreign products 
exist in the colonies as in Japan proper; and at the same time trade 
Ix^tween the colonies and Japan proper is practically free. The tariff 
system of Korea was, however, left in force for ten years after the 
annexation by Japan in 19 lO; and Chosen is still permitted to retain 
some duties for the protection of her products.^ 

The Kwantung leased territory is a free area, and thus cannot be 
assimilated within the Japanese tariff system. However, with a view 
to encouraging industrial development in Kwantung and of promote 
ing exports to Japan, portland cement and 29 other articles produced 
in Kwantung were exempted from import duties by an act of June 18, 
1925. 

The export trade of Japan is also encouraged by the government 
in various ways. The subsidies to shipping companies are tantamount 
to a bonus on exports, and preferential transportation rates, both rail 
and water, are direct means of improving the competitive position 
of Japanese products in foreign markets. Inspection and guaranty of 

’There were five sut-h articles In 1920, but since March 29, 192Q, the list has been reduced 
to salt and wood. 


253 



the quality of goods sent abroad and special legislation designed to 
stabilize exports of certain commodities and to particular markets* are 
other devices by means of which the government has sought to en- 
courage overseas trade. As we saw in Chapters VIII and IX, foreign 
trading concerns have also been given abundant financial aid by gov- 
ernment controlled financial institutions. 

That the policy of protection has been successful in stimulating the 
development of many lines of economic enterprise not formerly carried 
on within the country is evident from the analysis of the growth of 
industry outlined in preceding chapters. The primary articles of im- 
port at present, as we have seen, are raw materials and partly manu- 
factured goods, the former comprising 55 per cent of the total, and 
the latter another 1 6 per cent. However, manufactured products, par- 
ticularly iron and steel, machinery, and miscellaneous articles, still 
flow into the country in large volume. This is due in part to price 
considerations, but more to the superior quality of many types of 
foreign-made goods. Recently a strong agitation has arisen in favor 
of the purchase of “Japanese-made goods” — the arguments therefor 
being in part of the usual nationalistic character, but also partly based 
on the necessity of reducing the annual excess of imports in the inter- 
ests of exchange stability. 

Discussion of the larger economic consequences of these govern- 
ment policies is reserved to the following chapter. 

* Soe C'hap VUI, p in 
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chaptp:r xvin 


ECONOMIC EFFECTS OF FOSTERED 
INDUSTRIALISM 

The forces and policies responsible for the economic development 
that has occurred in Japan since the beginning of the modern era have 
as yet been very inadequately revealed. It is clear enough that the 
opening of the country to foreign trade greatly widened the range of 
economic possibilities, and that the introduction of occidental methods 
directly served to increase productive output. We havx* seen, also, 
that successive wars, and particularly the world conflict, provided a 
stimulus to industrial development. But these factors and influences 
do not fully account for the extraordinary expansion that has taken 
place. Other motivating forces must be looked for if we are to under- 
stand how the population of the little islands which comprise Japan 
has been able to double in two generations and to acquire in the 
pnjccss steadily improving standards of living. If we are to find the 
answer to this question, we must consider the economic consequences 
of the government policies which have been outlined in the preceding 
chapter. 

Since the eighteenth century it has been the tradition in western, 
particularly in y\nglo Saxon, nations that the role of government in 
relation to economic activity is, and should be, passive in character. 
That is to say, it is in general the function of government to leave 
private enterprisers as unhampered as is consistent with the rights of 
others — to the end that constructive economic developments may un- 
der their leadership be achieved. To sure, there have been many 
exceptions to this policy of passivity^ particularly in relation to inter- 
national commerce where it has been assumed that the government 
has a definite responsibility to stimulate the economic development of 
the nation by means of import duties or export bounties of one kind 
or another. It should be observed, moreover, that the extent to 
which occidental governments have played an active part in fostering 
economic development has varied markedly in difi'erent countries, 
(Germany being a notable example of close co-operation between gov- 
ernmental, industrial, and financial groups. In recent years govern- 
ments everywhere arc tx;ing looked to increasingly for the direct 
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promotion of economic welfare. At the moment, indeed, comprehen- 
sive national planning for economic reorganization and expansion, 
chiefly as a result of the Russian experiment and the advertising it has 
received, has become a subject of both academic and public interest. 

In Japan, from the very beginning of the modern era, the role of 
government in economic affairs has been, as we have seen, an active 
one. The small group of men who were the political and economic 
advisers of the young Emperor, Meiji, and who with the passage of 
time became known as the ^^elder statesmen/^ were perhaps the first 
modern nation planners and builders on a comprehensive scale. They 
set up a series of national objectives, political, social, and economic, 
and then proceeded in systematic fashion to develop the ways and 
means for reaching the ends in view. 

Upon reflection, it is not surprising that the Japanese government 
should have assumed a position of leadership in the economic trans- 
formation and development of the country, for such leadership is con- 
sistent with and is the natural outgrowth of the principles of feudal 
organization, which existed in Japan until after the Revolution of 
1868. Whereas in the occidental world something over 200 years 
intervened between the breakdown of feudalism and the beginning of 
large-scale modern business organization, in Japan the change had to 
come without an intermission. Thus at the advent of the modern era 
there was no conception that the function of government in economic 
activity should be a passive one, with reliance upon private enterprise 
to furnish the drive required for progress. On the contrary, there was 
a firmly rooted tradition that trade and other profit-making activities 
were defiling to the soul. Among the Japanese samurai this feeling 
doubtless ran deeper, even in the latter half of the nineteenth century, 
than it did among the feudal nobility of Western Europe in the sev- 
enteenth centur)\^ 

Apart from the few great mercantile families whose business opera- 
tions had their beginnings in the Middle Ages, there were, then, at 
the begining of the Meiji era almost no private business men equipped 
by training and experience to develop the latent resources of the na- 
tion. Potential business leaders were, moreover, in the main without 
capital resources, and by virtue of the fact that in the early days of 

* On the other hand, it should be pointed out that the Japanese people are unusually patriotic 
and responsive to /fovernnient leadership and sugrgestion. Hence, with the government pointing 
the way, tire shift from the old to the new point o£ view with reference to pro fit-making was 
accomplished in in unusuiHv short period of time. 
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the Meiji era there was no financial organization by means of which 
the necessary credits could readily be procured, it was an absolute 
necessity, if rapid advancement were to be achieved, that the govern- 
ment should assume an active role. 

The statesmen of Japan have conceived their program as one which 
would, while making the nation strong from a military point of view, 
at the same time provide material well-being on an expanding scale 
for a rapidly growing population. In general, policies have been di- 
rected toward building an industrial and trading nation rather than 
leaving the country dominantly agricultural. So active a program of 
political leadership, or, if one prefers, interference in economic affairs, 
naturally challenges the attention of the economic observer with the 
question: Was such a course calculated to advance the ultimate eco- 
nomic well-being of the nation as a whole, or was it merely winning 
short-time results and entailing disproportionate long-time burdens? 
Was it benefiting certain groups to the detriment of others? 

I. THE LIMITATIONS OF AGRICULTURE 

As a first step in appraising the success of these policies we may well 
turn our attention to the possible alternative and ask whether, in the 
absence of vigorous industrial growth — however brought about — it 
would have been possible to find support for a population of the pres- 
ent size on the basis of agriculture alone. To this question the answer 
is clearly in the negative. 

Between 1870 and 1930 the total population of Japan proper in- 
creased approximately 32,000,000. During the first 25 years this 
increase was in substantial part absorbed in rural occupations — the 
process being facilitated by the development of the northern island of 
Hokkaido. But after the Chino- Japanese War the increase was found 
chiefly in the cities. Between 1898 and 1925 the total population in- 
creased from 42,886,000 to 59,058,000, or a little over 16,000,000. 
During this same period the number of people living in cities and 
towns having more than 10,000 inhabitants increased from 8,040,000 
persons to 21,800,000. Thus, out of a total increase of 16,172,000, as 
much as 85 per cent occurred in cities and towns. 

In considering whether this enormous increase in population could 
have been absorbed in agricultural pursuits — and at a rising plane of 
living — certain facts of fundamental importance must be borne in 
mind. Even before the beginning of industrialism, the agricultural 
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population was extremely dense. There was comparatively little un- 
occupied land, and most of this was of distinctly inferior quality. Even 
when making full allowance for the holdings of large land-owners 
which might have been more effectively utilized, the fact remains that 
Japan had little possibility for agricultural expansion. 

The productive area of Japan has long been cultivated by the most 
intensive methods. The average land holding is about 2.67 acres, and 
the so-called “petty owners,” who comprise 70 per cent of the agrarian 
families, have on the average about 2.5 acres. There were in 1928 
only 70,429 families out of 5,575,88i which cultivated more than 12 
acres. Between seasons the irrigated rice fields are drained and utilized 
for wheat, barley, or other crops; and the dry fields are also rotated 
so as to yield two or more different crops a year. To the traveller it 
appears that almost every available inch of land is utilized. In an 
automobile trip of more than lOO miles, the writer could discover 
only about three square yards of unutilized available space: every- 
where crops or garden truck were growing at the very edges of the 
highways. 

Kxcept in the frigid north, Japanese cultivable land has been voiked 
with amazing intensit), such as w^e hardly sec in the famous vineyard 
regions of Southern Kuro[>e. Its wildernesses are trimmed and the dec]) 
forests combed of every twig or cone. High volcanic lulls are ingenious^ 
hollowed and mounded for watcr-paddies until the\ flasli light as from a 
tliousand facets; and in autumn they are studded with (hying racks, on 
which the rice straw liangs in bundles, each tied as neatly as a Christmas 
present. Over the rushing streams are flung humpbacked bridges and be- 
side them kneel women washing the long wlutc laciishes, or daikrni^ that 
look like piles of baby elephant tusks.“ 

Investigation shows, nevertheless, that even toda\ there are some 
possibilities for further agricultural development within Japan proper. 
Professor Shiroshi Nasu, of the Tokyo Imperial University, has esti- 
mated that the prospective area for the expansion of arable land is 
approximately 4,667,000 acres, an area ro per cent less than that of 
the state of New Jersey.*^ In the nature of the case, however, these 
lands arc typically of inferior quality; and they would at best provide 
occupation and support at present living standards for something like 
a million families. 

Since the agricultural resources of Japan arc thus seriously limited, 

" RcMiii, Mni irn, /?< tv Run^antu Japan, p, 

^ Land V tilization tn Japan, p. 242. 
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it is evident that had the nation depended upon agriculture as the 
basis of its economic life as exclusively since the 1890^5 as it did before 
that time, either the population would have had to be held down to 
much smaller numbers than are found today, or the standard of living 
would have had to be severely depressed. The pressure of population 
would not only have compelled the resort to poorer and poorer land, 
but it would also have tended to reduce still further the average size 
of land holdings. It is reasonable to suppose that under these circum- 
stances both restriction of population and more meagre living condi- 
tions would have been the result. 

IL THE SIGNIFICANCE OF INDUSTRIALIZATION 

In seeking to appraise the economic importance of the growth of 
so-called industrialism, it is necessary to bear in mind that such de- 
velopment inevitably involves the evolution of a wide range of related 
activities. The growth of manufacturing and transportation neces- 
sitated the development of a complex commercial and financial struc- 
ture and numerous concomitants in the way of public service and pro- 
fessional activities. The following table shows the number of people 
in the various occujutions, as revealed hy the census of 1920. The 
data for 1930, when available, will undoubtedly show a considerably 
greater number in urban occupations. 


Ajri ultllic 

NurnlK*r of 
WoiktTs 
14,128,360 

Ac|i].itu nulustiv 

5 58,314 

Minin'^ and quaininc; 

424,464 

M aniifiU tiirinfr mdu^itr-y 

5,300,248 

C'()niiner(e .ind finann 

3,1 88,002 

Tiansporl and r onniuinirations 

1,037,238 

Pui)li(' scrvKf* and professions 

1,441,832 

Other occupation^. 

527,4 5 1 

Domestic scrvKc (not m hcHischolds) 

20,31 5 

Non-deptruK nt, imo(cu{)icd 

751,931 


Tot.il 27,378, 1 5 5 

Accompanying the development of industrial and related economic 
activities and the growth of a large urban population, there has been 
a general rise in the standard of living. This improvement is found in 
the country as well as in the city, agricultural conditions, until the last 
few years, having shown steady improvement in comparison with for- 
mer times. Throughout the eighteenth and early nineteenth centuries, 
the condition of the masses beggars description. 
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Even in normal times, the peasants did not have enotigh to live on» They 
ate the cheaper grains and potatoes, and very seldom tasted the rice they 
produced, for it was taken away as tax, and what little was left them had 
to be sold to get necessary money. The sufferings in famine years were 
indescribable. , . . Multitudes of people died of hunger. Such a desperate 
situation drove the peasants to appeal to the lord, and when their appeals 
were not heard, furious riots broke out. In 1764, the peasants (of different 
provinces) imiteti and attacked wealthy people in the vicinity and plundered 

Wjiolesale Price Movemeni^ of Principal Farm Prodctcts, 

IQOO-* 29 ‘‘ 



rice and money fiom their storehouses. . . . I'hcre are o\er 50 local up- 
risings of peasants recorded in historical writings.'* 

We are told that ‘^during the first decade of the nineteenth century 
the rural population decreased by 1,400,000 owing to death by misery 
and poverty.”® Rice riots occurred at intervals throughout the Toku 
gawa era, and conditions improved but slowly in the early years of 
Meiji. 

^Taki/iw», Mdtsuyo, The Penetration of Money Eionomy in Jafan md Its Ejects upon 
SoLial and Political Institution^^ pp. 78-9. 

* Vy^hara, S., The Industry and Trade of Japan^ p. 4. 
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It was not until the growth of a large urban population afforded a 
home market for the products of Japanese agriculture that genuine 
improvement began. This urban development not only brought ex- 
panding markets, but it resulted in higher prices. This meant, typically 
speaking, an increased return to the farmer, since the costs of produc- 
tion did not tend to rise as fast as did prices. Indeed, under these con- 
ditions, it was profitable to increase the use of fertilizers and other- 
wise to improve methods of tillage. The wholesale price movements 
of the principal agricultural products, other than silk, are indicated on 
page 260. Since 1920, as the chart shows, the agricultural situation 
has, however, been seriously affected by falling prices. Moreover, in 
Japan, as in the United States, agricultural conditions have been greatly 
complicated by virtue of the fact that a large volume of mortgage 
indebtedness was incurred during the war and early postwar period 
when land values were greatly inflated.*^ 

It is also of interest to note that the expansion of agricultural pro- 
duction over the last 20 years has been accomplished without any 
aggregate Increase in the total acreage under cultivation. Tables i to 
4 on pages 417 19 show that while there has been some increase in 
the area devoted to rice cultivation, the total acreage of principal field 
crops has declined slightly since 1920 and is now smaller than it was 
in the years just before the World War. On the other hand, the yield 
per acre has in the case of most crops increased materially. Thus the 
pressure of population upon the land has actually been relieved. 

Without the steadily expanding domestic market for agricultural 
products resulting from the increase of urban population, agriculture 
could not possibly have fared as well as it has. F,ven had the rural 
population remained relatively stationary, it is inconceivable that for- 
eign outlets for rice or other products, comparable in magnitude to the 
expanding home market, could have l>een obtained. Increasing costs 
of production, transportation charges, and restricted markets abroad 
would have combined to prevent large exports of Japanese agricul- 
tural products. 

In fostering industrial and related activities, the leaders of Japan 
were thus turning redundant labor to the production of goods and 
services which could in part ht used for domestic consumption, thereby 
increasing the material well-being of the population, and in part be 
exchanged abroad for goods and services not supplied at home. Instead 

“See data in Chap. XXTT, p. 332 
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of pushing agriculture further and further down the scale of diminish- 
ing returns by the application of excessive labor to extremely limited 
natural resources, this labor was applied more productively in manu- 
facturing and related lines. The diversification of the country’s eco- 
nomic activities is responsible for the economic progress that has oc- 
curred. 

Two questions) however, remain for further consideration. The first 
is whether industrial expansion would not have occurred even in the 
absence of fostering activities on the part of the government, and the 
second is whether the cost of this development has been equitably 
apportioned among the different divisions of society. 

III. THE CONTRIBUTION OF GOVERNMENT LEADERSHIP 

In view of the fact that agriculture was in a state of diminishing 
returns, the question naturally arises whether the increasing popula- 
tion would not, in any event, have migrated to the cities and devel- 
oped industrial and commercial activities comparable if not identical 
with those that now exist. If labor and capital could be applied more 
productively in new forms of activity than in agriculture, would not 
the free working of economic forces have brought about the transition 
and accomplished the same results? The answer appears to be that, 
notwithstanding the pressure for new forms of economic activity, in- 
dustrial and urban development would have proceeded very much 
more slowly in the absence of the government’s fostering policies. 

The government has, in fact, performed in a large way the func- 
tion of the entrepreneur. We have already noted that because of old 
traditions and conditions there were few experienced business enter 
prisers in Japan in the earlier part of the Meiji era and virtually no 
accumulations of private capital, and that under these circumstances 
the government performed a very important function in setting the 
pace for private enterprise and in furnishing the funds required for 
the development of economic resources. Each aspect of this govern- 
ment participation requires further elaboration. 

The entrepreneur function of the government was not confined 
merely to constructing and operating individual business establish- 
ments. Of much greater significance was the role which the govern- 
ment played in setting up general economic objectives, in studying 
the economic institutions of other countries and adapting them to the 
particular requirements of Japan, and in promoting the more or less 
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simultaneous development of these institutions as parts of a coordinated 
economic system. 

The financial aid of the government was rendered in part by the 
use of its credit and in part by means of its power of taxation* On the 
whole, the use of credit was probably of primary importance. By virtue 
of the ability of the government to draw upon foreign sources of 
capita] and also to tap such domestic resources as existed, funds were 
made available for the development of economic enterprise more 
rapidly, more abundantly, and more cheaply than would otherwise 
have been possible. Of perhaps even greater importance were the 
credit resources made available by government controlled banking 
institutions. The loanable funds of commercial banking institutions — 
in Japan as elsewhere — are derived in part from the savings of the 
people, but in substantia] part they represent credit resources ^^manu- 
factured” by an eVT)]vlng commercial banking organization.’^ The sig- 
nificant point here is that, by virtue of the government’s borrowing 
abroad and the development of the internal commercial credit organ- 
ization, a substantial part of the liquid funds rec|uired for economic 
expansion could be procured without antecedent savings on the part 
of the people. The interest on the loans was in due course paid out of 
the profits derived from the developing enterprises themselves. In- 
stead of being at the expense of certain groups of the population, these 
developments thus paid their own way. It goes without saying that 
such a generalization does not apply to every particular enterprise, for 
man)^ mistakes were undoubtedly madcj but it is applicable to the 
situation in the large. 

To a considerable extent this generalization also applies to funds 
raised by means of taxation. If the enterprises which are supported 
out of taxation expand they are eventually able to yield compensating 
returns to the government. I'rom one point of view, indeed, subsidies 
may be looked upon as an investment by the government rather than 
as a gift. If the developments which occur in response to the stimulus 
of subsidies enable the enterprises thus aided to contribute, in due 
course, taxes for the support of the government, the latter may well 
have made a good investment. Concretely, if as a result of lOO yen of 
subsidy, taxes increase annually from the subsidized enterprise to the 

^ The signifii.ma' of commercial banking credit in relation to etonomjc expansion can here 
be only bileflv touched upon. I'or a fuller exposition of certain phases of the pioblem the 
leadei Is refened to the authoTs “Commercial Banking and Cipital Fcnmatlon,” Journal of 
Political Eionowv, May, June, July, and October, 1918, 
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extent of six yen, one may say that the government is receiving inter- 
est or dividends on an investment in a developing business. 

The truth appears to be that, in general, the enterprises which have 
been subsidized have yielded the government good financial returns 
as well as provided employment for an expanding population. In view 
of the widespread notion that agriculture supports the cities and that 
the ^^artificially stimulated” urban development is essentially ^^par- 
asitic” in character, it is well to recall in this conection, first, that much 
more than 50 per cent of the total revenue of the government is de- 
rived from the 50 per cent of the population which lives in the cities j 
and, second, that the subsidies extended to agriculture, forestry, min- 
ing, and fishing are quite as important as are those extended to trans- 
portation and manufacturing activities. 

The protection afforded by the tariff also appears on the whole to 
have been economically justified. In general the duties have not been 
particularly high, and yet they have served to encourage infant in- 
dustries which, in the main — whatever may be said of particular cases 
“ h«ave been economic assets to the nation. In this connection it should 
be kept in mind that the higher costs of commodities which have re- 
sulted from the tariff have been borne rather more by the city than 
by the rural population — this because the former are much larger 
consumers of protected commodities, both manufactured goods and 
foodstuffs. 

In the light of this general analysis, we therefore conclude that the 
managerial and financial functions assumed by the government have 
in general yielded economic fruit. The tempo of expansion in agricul- 
ture, in mining, in fisheries, as well as in transportation, shipping, 
manufacturing, etc., has been very greatly accelerated. In view of the 
conditions prevailing in Japan at the beginning of the Meiji era, it is 
doubtful if, without the stimulus and general coordination which re- 
sulted from government policies, any considerable industrial and com- 
mercial expansion would have occurred prior to the World War. 

IV. RELATIVE TAXATION BURDENS 

The second question raised above remains for consideration. 
Granted that industrial and urban activities have, as a whole, been 
self-supporting and a benefit rather than a detriment to agriculture, 
has the burden of taxation been equitably distributed? Even though 
the city people may have contributed more in absolute terms toward 
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the support of government than has the agricultural population, it 
does not follow that they have contributed in prof or don to their 
greater wealth. What evidence is available on this issue? 

There is apparently no doubt that for a great many years the agri- 
cultural population contributed considerably more in proportion to 
income than did the urban population. The earnings from corporate 
enterprises, particularly during the period from 1915 to 1926, were 
extremely high,” while the taxation rates were comparatively low. The 
inequitable character of the taxation system was, as pointed out in 
Chapter XI, finally recognized by the government, the revisions of 
1926 and 1927 establishing a tax exemption limit on land owned by 
peasant proprietors. 

A survey made in 1929 by the Tanaka Ministry reached the con- 
elusion that the tax burden on the farmer is even now somewhat 
greater iji proportion to income than that on business proprietors in 


RfI ATIVF BuRDFN OF DiRFCT TaXF S ON I,AND-OwNERS AND 

Busin F ss Proprietors, 1929*^ 

(In yen) 


Income 

Per Capita Taxes Paid by 

Farm Land-Owners 

Per Capita Taxes Paid b\ 
Business Proprietors 


'I otal 

National 

Local 

Total 

National 

I ocal 

1,200 

270 

08 

202 

126 

44 

82 

2,000 

S30 

144 

286 

2 30 

88 

142 

3,0(K) 

m 
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366 
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207 

S,0(X) 

1 , ^9S 

457 

938 

701 

316 

385 

10,000 

L48S 

1,187 : 

2,298 

1,603 i 

814 

799 

30,000 

12,097 

4,9S6 

7,141 

6,819 i 

3,737 

3,081 

100,000 

S3, 22 s 

22,168 

3l,OS7 

30,058 

17,883 

12,175 


* Ouchi, Hiove, Tax Bwden on Salaried Men and Farmn^ Revealed by the Official 
Survey of Then Ltvtn^^^ XIX^ Session Dc I/Institut International de Statistique, Tokyo, 
I Cy p, p. i) 

urban districts. The figures, which covered 120 farm land-owners and 
168 mercantile proprietors, are given above. The per capita taxes on 
the farm land-owners are roughly double those on business proprie- 
tors. Of equal interest and significance is the fact that it is the local 
taxes rather than the national levies which fall so heavily upon the 
land-owner. These heavy local taxes, moreover, go principally for the 
support of cities and towns. Data are not available with which to 
measure the comparative burden of direct and indirect taxes combined 
upon the farm land owners and business proprietors, 

* See data on pp. T38~39* 
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The Contention that the agricultural population generally bears a 
very much higher taxation burden than does the city population is 
usually based upon an analysis of the returns from direct taxes only.® 
Utilizing data from the cost-ofdiving survey elsewhere referred to, 
Hioye Ouchi, professor of public finance in the Imperial Univerity of 
Tokyo, compares the relative burdens of both direct and indirect taxes 
upon the salaried man of the city and the small independent farmer 
and tenant farmer. In the matter of direct taxes, he finds that a 
slightly larger percentage of the total expenditures of the farmer goes 
for tax payments than is the case with the salaried man. But in the 
case of indirect taxes on the consumption of liquor and tobacco, the 
salaried man’s burden is heavier in an appreciable degree than is the 
farmer’s. Taking the two taxes combined, Professor Ouchi concludes 
that the tax burden on the farmer and on the city salaried worker is 
approximately equal j and he implies that if, in addition to that on 
liquor and tobacco, the excise on sugar and custom duties be included, 
the burden on the city salaried man would be proportionally heavier. 

* l-e fact is that, as the table on page i66 (Chapter XI) shows, the 
excise on liquors and soft drinks comprises over 46 per cent of the 
total indirect taxes. These taxes, and also customs duties and the sugar 
excise, in fact fall more heavily upon the cities. This is iK'causc of the 
relatively restricted income of the typical farm family, which has little 
margin with which to purchase manufactured commodities.’^^ 

It appears, therefore, that at the present time farm proprietors still 
contribute proportionally more than do the proprietors of industrial 
and commercial enterprises in the cities. On the other hand, the sal- 
aried man of the city contributes in taxes a larger proportion of his 
total income than do the small independent farmers and tenant farm- 
ers. As for the urban and rural laboring populations, the only taxes 
borne are those which fall indirectly as a result of the consumption of 
comnnoditics which are taxed. Since these depend directly upon the 

“An articK by Daisukc iKuchiya, entitkd “IiKidouce of 1 ixition in Rural and Urban 
DistSuts,” puhlifshcd ui the Journal of Agricultural Ecavennus , Vol. VI, No 2, June, 1 9 10, 
Reek^t to sfuiu that direct t ixes ai»‘ rel itively in preftetures having hrge citie‘5 than in 

other prefcctuiei. Tlie Loiuliision is, however, valueless, bei luse the method of calculation is 
fallacious 'Ihe total income which is used foi comparison with the imount of the tix includes 
only i>uch irnome as it. not tax exempt. Inasmuch as anmi il income of less than 1,200-yen 
i« subject to no tax, whiU tlicie ar< m iny cxemptioiib with lefcieiue to smallei md earned 
incomes, and in view of the fact that the average income is eery much lower in tlie country 
than in the citv, much ot the income of the r .ral commur ities is automatically excluded 
See discussion and data on pp. 287-89. 
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amount of consumption, the burden may be regarded as directly pro- 
portional to income* 

In concluding this discussion the writer feels it necessary, even at 
the risk of some repetition, to protect himself from possible misinter- 
pretation. While our appraisal leads to a general endorsement of the 
national plan which was conceived by the founders of modern Japan 
and which has been carried out so largely under the fostering care of 
the government, we wish it to be understood that this does not imply 
approval of all details of that policy. It should perhaps be emphasized 
again that while the ready availability of credit has been of primary 
importance in stimulating economic expansion, it has also been a source 
of danger and has created difficult problems of financial readjustment. 
The tariff policy, while generally helpful, has been applied too indis- 
criminately and, as we shall see in a later chapter, needs revision to 
meet the economic rec]uirements of the future. Finally we wish to 
make it clear that we express no judgment upon the political consid- 
erations which have been involved in the government’s program, as 
these fall outside the scope of our immediate interests. Wc have been 
concertied solely with ascertaining the general effects of government 
policies upon the rapidity of economic expansion. 
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CHAPTER XIX 


SOCIAL CONSEQUENCES OF ECONOMIC 
EXPANSION 

We have thus far been concerned with the general story of economic 
development as revealed in cold and colorless statistics expressed in 
terms of tonnage, bushels, horsepower, or yen. What now have been 
the effects of the momentous changes outlined in preceding chapters 
upon the structure of society and upon the position of the masses of 
the people? Have the gates of opportunity been opened wider, and 
have the conditions of life on the whole been improved? 

It is no part of our purpose to attempt an appraisal of the cultural 
incidence of the profound social changes that have occurred in so brief 
an interval. No foreigner could do this unless he had spent many years 
in the islands — indeed unless he had lived in both the old and the new 
Japan. And even such an observer could do no more than depict the 
cultural changes as seen through his particular pair of eyes and give 
expression to his individual reactions as to the ultimate significance of 
events. We shall therefore be content merely with the statement of 
certain facts with reference to the ways in which the life of the masses 
of people has been affected. 

I. THE CHANGING SOCIAL STRUCTURE 

In old Japan the lines of social cleavage were clearly drawn. Rural 
life was organized under the economic and military control of a hier- 
archy of feudal lords. ^Hhere was no equality in freedom , . . even 
an ordinary sanmrai could not see his chief and could never have audi- 
ence with the shogunate. The people had to kneel and bow so low as 
to touch their foreheads on the ground whenever they met a proces- 
sion of feudal lords. The commoners had no right of appeal against 
unlawfulness, inhumanity, and tyranny of classes higher in the social 
scale.’’' The position of the masses of workers was, however, in some 
respects superior to that of the serfs of mediaeval Europe. Although 
bound to the soil, the peasant commonly owned his strip of land, and 
he possessed considerable opportunity in local self-government. It was 

* Uyehara, S., The Industry and Trade of Japan ^ p. j. 
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almost impossible for one to rise appreciably in either the economic 
or social scale, except through adoption into a family of status. More- 
over, owing to the character of Japanese religious thought, the eco- 
nomic and social system as a whole was Invested with a sort of spiritual 
sanction. 

Life in Japan today in many ways bears a striking resemblance to 
that in occidental countries. The system of universal education has not 
only virtually eliminated outright illiteracy but, what is more signifi- 
cant, it has spurred the ambitions of millions to attain a higher plane 
of living, and it has created among the rank and file, at least of the 
urban population, a cosmopolitan attitude of mind in marked contrast 
with the complete provincialism of former times. As an illustration of 
one way in which school life itself has opened new avenues of enjoy- 
ment, mention may be made of a recent high school championship 
baseball game which was attended by 70,000 persons. In the range of 
recreational and cultural activities open for the enjoyment of the 
many, Japan now compares not unfavorably with leading countries of 
the West. 

The gradual extension of the voting power and the recent granting 
of universal manhood suffrage have also had profound effects. It is 
regarded as the final achievement of the democratic institutions and 
practices w^hich w^ere foreshadowed m the Charter Oath of the great 
l^mperor Meiji. Whether or not the suffrage improves the efficiency 
of government, it makes life, as a Japanese lalx)rer remarked on cast- 
ing his first ballot, very much more interesting. Though woman suf- 
frage has not as yet been granted, its attainment is apparently in- 
evitable. 

On the economic side we find today a curious admixture of the old 
and the new. In many lines of activity we see the modern factory with 
its thousands of wage earners, among wham are large numbers of 
women and children. This population lives in slum centers, in cheap 
lodging houses, or, as is commonly the case with young girls, in fac- 
tory dormitories provided by the employers. Economic insecurity, that 
is, irregular work and unemployment, has, as we shall see, been in- 
creasing in recent years. 

On the other hand, a very large portion of the manufacturing ac- 
tivity is still earned on under a quasi-handicraft system of small-scale 
enterprise, under which the position of the worker is fairly similar to 
that which prevailed in former times. While wages may be pitifully 
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small, the employer has a sense of parental responsibility for the la- 
borers’ welfare, and his economic position is thus relatively secure. 
This feeling of employer responsibility, which is a heritage of the 
past, is, as we shall presently see, also found in many large industrial 
establishments, and manifests itself at times in somewhat amusing 
ways. 

Life in rural communities has also been greatly affected by the de- 
velopments of recent decades. Although the methods of cultivation 
which have been employed for centuries have not been greatly modi- 
fied, there have nevertheless been very important changes affecting the 
life of the farmer and his relation to the nation as a whole. Perhaps 
the most far-reaching in its consequences has been the expansion of 
rural educational facilities. The country children of today, of both 
sexes, are given a rudimentary education, and interest in the affairs 
of the world in general is stimulated. 

A second important development has been the growth of co-opera- 
tive organizations to which reference has been made in Chapter IX. 
The local co-operativTs include credit, sales, purchase, and ‘^utiliza- 
tion’’’ associations; and the local societies are organized into a central 
co-c'perativc association, the principal functions of which are to give 
training and practical guidance in co-operative methods and to act as 
an agency for procuring funds. 

In [922 there was also enacted an “Agricultural Society Law” for 
the purpose of promoting agriculture generally. Societies now exist in 
many villages and towns; these arc united into county associations, 
which in turn are mcml>crs of prefectura! organizations; and these 
prcfectura! bodies are finally united in the Imperial Agricultural As 
sociation. 1 hese agricultural associations and societies have tended to 
create in each locality a community of interest and to promote econ- 
omy and efficiency. National associations have for their part tended to 
broaden the outlook of the agricultural population and to develop a 
national consciousness. The isolation of the old days has thus in no 
small measure disappeared. 

With this brief sketch of the more general aspects of the changing 
social structure in mind, we may now turn to an analysis of the effects 
of industrialism on the life and work of the classes and groups most 
directly affected. Wc shall consider in turn protective labor legisla- 
tion, unionism, working hours and wages, unemployment, living con- 
ditions, social welfare agencies, and general social unrest. 
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II. PROTECTIVB LABOR LEGISLATION 

Under the system of small-scale handicraft industry which pre- 
vailed in old Japan there was no labor problem in the common mean- 
ing of that term) the relation between employers and workers being 
that of master and servant or apprentice. For a number of years after 
the beginning of the factory system, moreover, the relations between 
laborers and capitalists were unusually favorable. The transformation 
from household to capitalistic industry was accompanied by compara- 
tively minor dislocations of the labor market, with no such hardships 
to particular groups of people as occurred in England at the time of 
the industrial revolution. 

This fortunate situation was chiefly attributable to the gradual char- 
acter of the industrial expansion. The development of industry, as it 
occurred, gave increased opportunities for employment and readily 
absorlxtd the expanding labor population. The gradual character of 
the changes that were taking place prior to the World War as com- 
pared wjth later years is indicated by the table on page 272. 

It will be seen that, at the end of the first 30 years of the modern 
era, there were less than half a milliim factory employees, and that the 
rapid increase did not begin until the period of the World War. In 
passing, It may be noted that the striking feature of the table is the 
number of women workers who are found chiefly in the textile in- 
dustries and in retail establishments. In textiles, the most important 
factory industry, approximately 80 per cent of all employees are 
women, a sutetantial proportion being young girls. 

Because of this slow industrial transition and the tardy emergence 
of a modern labor problem, it was not until well after the turn of the 
century that the government passed legislation designed to safeguard 
and promote the welfare of the working population. The first legisla- 
tion of this kind is found in the Mining Act of 1905, which prescribed 
a number of safeguards for the workers of this particularly unhcalth- 
ful and hazardous industry. The first factory act was not passed until 
1911, although the government had contemplated such a law for over 
30 years. This law, as amended in 1926, contains numerous important 
provisions for the promotion of the physical and general welfare of 
the working classes. The main features of the existing labor laws are 
as follows: 

The Factory Act applies to all factories employing more than ten 
workers and to all establishments in which the work is of a dangerous 
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character or injurious to health. The minimum age of juvenile workers 
in industry is 14 years, though children over 12 years of age may be 
employed if they have completed six years of common school educa- 
tion. 

The working day in industry for all females and for boys under 16 
years of age is ordinarily limited to eleven hours, between 5:cx> a.m. 
and 10 P.M. Until August 31, 1931, however, a t2-hour day was per- 
missible in spinning and silk weaving factories producing for export. 


iNCRkASE Ot FaCIORIES AND FACTORY WoRKERS, 10(K)"28* 



Number of Factories'’ 

Number of Workers 

Tear 

With 

Without 






Motive 

1 Motive 

Total 

Male 

Female 

Total 


Power 

Pow er 





1000 . 

2,388 1 

4,896 

7,284 

164,712 

2,57,107 

422,019 

1904 

4,(XK) 1 

.3,234 

9,234 

207,951 

318,264 

526,215 

vm 

9,155 1 

2^,071 

32,228 

307 , 139 

493,498 

8CK),637 

1914 

14,578 

17,139 

31,717 

38.1, 9S7 

.164,308 

948,261 

1919 

26,947 

17,002 

4 . 1,949 

706,074 

814,392 1 

1,520,466 

\m 

36,850 

11,197 

48,047 

748,927 

893,152 

1,642,479 


45,909 

9,668 

SS,577 

840,184 

959,633 1 

1,800,217 


• Data supplied by the Bureau of Social Affaiis of the Japanese Department of Home 
Affairs. 

Exclusive of government factories, which in 1928 emplo>ed 136,032 workers. Prior to 
10T9, all factories employing over ten persons are included, since then, all employing more 
than five workers arc included. 


However, practically all of the spinning mills are now operated on an 
ix-hour basis. Night work is generally prohibited, an exception being 
in coal sorting above ground where the miners are employed in one 
of three or more alternating shifts. Moreover, in underground min- 
ing, where the workers are employed in alternating shifts, night work 
is permitted until August 31, 1933. 

If the working day for women and children is longer than six 
hours, a half-hour rest period must lie allowed, and if longer than ten 
hours, a one-hour rest interval must be provided. Two rest days per 
month are also required. Females and minors are also prohibited from 
engaging in dangerous and injurious occupations and are prevented 
from working under conditions detrimental to health. For the pro- 
tection of maternity, industrial employment of women is forbidden 
for a certain period before and after child-birth, and, as we saw in 
Chapter X, the terms of the Health Insurance Act provided for com- 
pensation in child-birth cases. It should also be recalled that all 

172 





Vi^otktts employed in factories subject to factory legislation are entitled 
to benefits under the Health Insurance Act, the provisions of which 
are set forth in Chapter X. 

In the event that individuals require medical care, for illness or 
injury suffered in the course of factory work, beyond the extent af- 
forded by the insurance benefit, employers are obliged to continue 
the allowances. In cases of disability resulting from factory employ- 
ment, the employers must give compensation according to the degree 
of the disability j and, if death ensues, allowances must be made to the 
family of the deceased. The employer is, however, exempted from 
responsibility for absence allowance and disablement allowance when, 
in the opinion of a prefectural governor, a worker is injured or falls 
ill as a result of his own negligence. 

The government also undertakes the inspection of factory condi- 
tions. For this purpose a corps of special factory inspectors are em- 
ployed. Where it is deemed necessary for safety and health, the use 
of the whole or a part of any imperfect plant may be forbidden. 

III. UNIONISM 

Notwithstanding the steady growth of an urban wage-earning pop- 
ulation, it was not until the period of the World War that the workers 
became geiiuinely class conscious and developed the methods of indus- 
trial negotiation and bargaining with which the western world had 
long been familiar. It is true that, beginning as early as 1898, abortive 
attempts had been made to organize trade unions; but the only labor 
organization in existence at the outbreak of the World War was a 
general federation composed of laborers in various lines of industries 
and occupations, which was organized in 1912. The existence of this 
organization did not, however, attract great attention until 1915, vt'hen 
a delegate was sent to the convention of the Federation of Labor in 
the United States, 

The emergence of an aggressive labor movement was precipitated 
by the rapid rise in the cost of living during the period of the World 
War. A large number of trade unions were organized between 1915 
and 1920, the movement being greatly influenced by the general labor 
unrest in Europe, the Russian Revolution, and the organization of 
the International I.abor Office. In 1918 a Federated Association of 
Workers was created for the purpose of promoting the interests of 
labor by means of concerted action. A division, however, soon occurred 
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within the federation, the left wing going its own way and the more 
moderate elements establishing the Japan Federation of Labor. 

The growth in the number of unions and in membership in recent 
years is shown by the following table:® 



Number of 

Number of 

Year 

Associations 

Members 

1922 

389 

1 37,38 1 

1923 

432 

125,55 1 

1924 

469 

228,278 

1925 

4*17 

2 54,262 

1926 

488 

284,739 

1927 

^0 5 

3 09,493 

1928 

501 

308,900 

1929 

630 

330,985 


The rapid growth of urban labor controversies is indicated by the 
following table, which covers only the cases involving strikes, lockouts, 
and sabotage, the latter term being used to cover deliberate idling 
while on duty.^ 



Nuinlx r 

Nurnht i of 


of 

Workers 

Year 

Dispute s 

Involvtd 

1914 

5 0 

7 904 

1915 

64 

7,852 

19 16 

10s 

8,413 

1917 

398 

57,309 

19)8 

417 

66,457 

1919 

49 7 

63,137 

1920 

282 

36,37 1 

1921 

246 

58,2 ’5 

1922 

250 

41,503 

197 i 

270 

36,259 

1924 

33i 

54,526 

192 5 

29 3 

40,74'^ 

1926 

495 

67,234 

1927 

383 

46,672 

1928 

397 

46,2 5 2 

1929 

576 

7'7,444 


The tabic indicates an enormous increase in labor controversies dur- 
ing the war period, and, what is even more significant, the continuance 
of disputes at approximately the war time level throughout the post 
war era. The post-war disputes have, however, been of an essentially 
different character. From 70 to 80 per cent of the disagreements 
through the war years were over demands for higher wages, and only 


‘ Diti tsupplKd b> flu Bumu of Socul Airuis of the Jip\niR DepiituKiit of Home AfFura. 
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g^boat 4 per cent had to do with reduction in wage$* In the depression 
period of 192022, the controversies over reductions in wages ranged 
from 16 to 27 per cent of the total. After the depression of 1922, de- 
mands for better factory equipment and for increased allowances at 
time of retirement or dismissal were responsible for from 20 to 30 
per cent of the total disputes, whereas before 1920 they accounted for 
only 3 to 5 per cent of the total. In the depression of 1929-30 wage 
reductions became the most common source of controversy. 

The government’s attitude toward labor organization was long one 
of vigorous opposition. The first legislation affecting labor in Japan 
was enacted in 1900. While the law did not explicitly forbid strikes, it 
virtually did so by prohibiting violence, intimidation, or act of insult 
in trying to induce persons to become members of any association con- 
cerned with improving labor conditions by co-operative action j arid by 
forbidding any action intended to persuade persons to stop work or 
to reject an offer of employment with a view to promoting labor 
policies. 

It was not until well into the post-war era that the official attitude 
toward labor showed any marked change. In 1924 a new period began 
when the government departed from its policy so far as to choose 
official delegates to the Sixth International Labor Conference from 
among the various workers’ organizations. Two years later the provi- 
sions of the act of 1900, above referred to, were repealed; and in the 
same year the Labor Disputes Arbitration Law was enacted. 

This act applies particularly to public utility enterprises, including 
transportation, the postal, telegraph, and telephone services, water- 
works, and electric and gas industries. Any industry which is directly 
related to the public welfare may come under the control of the act 
by Imperial ordinance; and it is applicable to any industry if either 
party to a dispute applies for conciliation. The Board of Conciliation 
consists of nine members: each party to the controversy elects three 
members from among its own membership, and these six appoint the 
remaining three from an impartial public. To September, 1930, only 
one case had been settled (in May, 1930). 

The government has also endeavored to improve industrial con- 
ditions in numerous other ways. In 1919 the Capital and Labor Con- 
ciliation Association was established with a fund amounting to 
8,800,000 yen, of which 6,800,000 was contributed by capitalists and 
2,000,000 by the government. The purpose of this society is to bring 
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about the peaceful solution of labor controversies and to promote more 
amicable relations generally. 

Mention should also be made of the fact that many employers have 
in recent years promoted the establishment of societies for the mutual 
assistance and associations of workers, or factory committees. These 
societies numbered 1,728 at the end of 1929. The factory committees 
have as their express pur[)osc the promotion of harmony between 
capital and labor j and at the end of 1928 they numbered 17 1, of 
which 91 were connected with state factories and 80 with private estab- 
lishments. The subject of discussion or conference by these committees, 
which are compcjsed of employers’ and laborers’ representatives, is 
mainly the improvement of factory equipment or working conditions. 

Despite the changing attitude on the part of both government and 
business, unions do not as yet possess definite legal status. In 1926 the 
Bureau of Social Affairs of the government drafted a lalx^r union bill 
intended to lay down the principles that should govern collective bar- 
gainirig. The bill as drafted met with strong opposition from indus- 
trial leaders, who suggested numerous modifications, which in turn 
were (juite unacceptable to labor. In the end the bill did not pass the 
Diet. In T930 the same bureau drafted a new labor union bill, the 
general purpose of which was to accord to labor unions official recogni- 
tion and protection to facilitate their efficient control, and to ensure 
an orderly development of the labor movement. 

In brief, the bill defines a labor union in terms similar to those em 
ployed in occidental countries and permits a union to be incorporated 
and to act as an individual. Employers are forbidden to make non- 
membership of or withdrawal from a labor union a condition of em- 
ployment or to discharge employees merely because they are members 
of a union. On the other hand, unions are forbidden to make con- 
tributions to political campaigns; and a union may be dissolved by the 
government in case its acts are found injurious to the public peace and 
order. 

This bill, like its predecessor, after passing through various revi- 
sions, failed to become a law. Employers expressed dissatisfaction on 
the ground that it granted too liberal protection to the labor unions and 
encouraged class war. They held that the enactment of laws regu- 
lating labor disputes was a more urgent present need. The workers, 
on the other hand, complained of the law as being too much directed 
tow^ard the control of the unions. They argued that the bill should 
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have definitely precluded the possibility of applying to labor disputes 
police regulations for the maintenance of the public peace. 

rV. WORKING HOURS AND WAGES 

Despite the labor legislation of recent years and the resulting im- 
provement of conditions, the hours of work still compare unfavorably 
with those of western countries. Even in 1928 as many as 12.8 per 
cent of the total number of workers employed in factories having 
more than ten operators were under 16 years of age; 87 per cent 
are girls, of whom roughly one-fifth are under 16 years of age. Most 
of the female workers, as already indicated, are employed in the 
textile industries. 

According to an investigation made by the governmeiit in 1927, the 
typical working day ran from nine to eleven hours. I^'ifty-three per 
cent of the textile factories were run in shifts of from ten to twelve 
hours, excluding a rest period/ An investigation made by the Bank 
of Japan, covering about 3,300 factories operating from October to 
December, 1929 — the busy season when hours are longest — showed 
the following average daily working hours in the various groups of 
industries. 


'\vFRAcr Working Hoi rs per Oav, 1Q29 


Industry 

October 

November 

1 December 


11 our ^ 

Minuter 

lloui s 

Mt Hides 

H Old I 

Mtrndes 

rextiK 

10 

2 

\ ^ 

S8 

9 

S6 

Engineering 

1 

SO 

I 

30 

9 

38 

Metdl works 

0 

40 

9 


9 

^8 

Ceramics 

9 

31 

9 

26 

9 

26 

Paper making 

10 

41 

10 

42 

10 

42 

C'hemicals 

9 

2S 

9 

24 

9 

2S 

Eood and drink 

9 

28 

9 

24 

9 

23 

Printing and bookbinding 

9 

44 

9 

47 

10 

13 

All others 

9 

21 

9 

1b 

9 

18 

Average 

9 

4S 

9 

43 

9 

45 


Except in textile, paper manufacturing, printing and bookbinding 
establishments, the typical working day is from nine to nine and a 
half hours, though subject to fluctuations of a seasonal character. The 
period taken was the high season for the printing and bookbinding 
trades. Overtime work is very extensive in periods of prosperity, 
but no national statistics on the subject are available. 

In July, 19^0, the woiking day was reduced ont hour in the silk rtxling mdu-stry, by 
g-o\frnment order. 
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Real wages have increased materially since pre-war days. While 
wage and cost-of-living data are far from satisfactory until recent 
years, it is possible, from the statistical series available, to indicate 


Wholesale Prices and Wages, Tokyo, 1900-30* 




the general trend since 1900. The most nearly continuous and com- 
parable series are the wholesale price and wage index numbers of 
the Tokyo Chamber of Commerce and Industry From 1900 to 

“The trend of pjjccs of this index follows closely that of the Bank of Japan. 
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1919 ^ htstd on the average for 1900, while from July r, 

1920 to 1930, they are based on the average for the second half of 
the year 1920. The trend is shown in the diagram on page 278* 

It will be seen from the chart that wages increased faster than 
wholesale prices from 1900 to I9i4* Then followed the war-time 
inflation which, after 1917, carried prices much above wages, though 
labor was probably fully compensated by the steady and overtime 
employment that was available. From 1920 to 1929 prices declined 
while wages registered a substantial advance. 

For retail prices it is also possible to present figures from 1914 to 
1929, though again there is a change of base midway in the series. 
Indexes of retail prices in Tokyo compiled by the Bank of Japan 
were fortunately recovered for certain years, after the loss of ma- 
terials in the earthquake and fire of 1923, and the trend is shown 
in the following table. The figures from June, 1914, to December, 
1922, are calculated on the prices of seventy commodities with Janu- 
ary, 1904 used as a base. The series from 1922 on is calculated on 
the July, 1914, prices of 100 commodities. 


D.iU‘ 

rndex 

Number 

Date 

Index 

Number 

June, 1914 

128.1 

De( ember, 1922 

213.9 

riecembt r, 1916 

169 5 

December, 1923 

226.3 

Dc(e?nlK*r, 19 17 

219.1 

December, 1924 

228 5 

Dt(enibci, 19 IS 

278.5 

December, 192 5 

212.3 

Decern txT, 1919 

^179.1 

December, 1926 

188 7 

December, 1920 

319.1 

December, 1927 

185.7 

December, 192 1 

335.6 

December, 192 8 

189.1 

December, 1922 

308.1 

December, 1929 

171.4 


It will l>e seen that the retail price trend closely resembles that 
of w^holesale prices. The rise from 1904 to 1919, however, was pro- 
portionately greater than that of wholesale prices, while the decline 
since the post-war collapse has been less rapid in the case of retail 
prices. The trend of wages and prices since 1926 is more accurately ' 
revealed by the following wage and retail price data. The wage 
figures show the standard rates and the actual earnings, including 
piece rates and income from overtime work. Wages in private fac- 
tories, government factories, and the mining industry are shown 
separately. The data for private factories are derived from about 
3,300 reporting establishments. 

In every case it will be seen that the actual earnings have risen 
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Retatl Price and Wage Indexes, 1926* 2*)’* 


Classifica- 
tion and 
Year 

Retail 

Price 

Index 

Standard Wage Index 

Index of .Actual Earnings 

1 

CJeneral 

Male 

Female 

General 

Male 

Female 

Private | 

Factories: 
1926 

100.0 

10() 0 

100.0 

100.0 

100. 0 

KK) 0 

100.0 

1927. 

94.7 

99 9 

l(K).l 

99.1 

102 1 

101.2 

99,4 

1928 .. . 

92.0 

*)*).l 

99 1 

98.3 

105. d 

103 3 ■ 

99.8 

1929 . 

91.1 

98.6 

98.6 

97.4 

lOd 9 

102 6 1 

1 

96 4 

Government 
P'ac tones; 
1926 . . 

100.0 

100.0 

KK) 0 

100 0 

100 0 

too 0 

100.0 

1927. 

94,7 

101 8 

101.5 

102 4 

104.5 ; 

103 6 

102 5 

1928 , 

92 0 

tOd 6 

10.^ 0 

104.5 

106 6 

105.7 

103 7 

1929. . . 

91.1 

104.2 

102 7 

105 9 

108 0 

106 7 , 

1()S.3 

Mining 

Industry: 

1926 

100 0 

KM) 0 

100.0 

KK) 0 

100.0 

100 0 i 

100 0 

1927 . 

94.7 

104.. S 

104 4 

105 0 

104.0 i 

104.0 

104 0 

1928 . 

92 0 

105.2 

105 4 

101 .7 

104 6 

104.6 

101 8 

1929 

91 1 

105 4 

105 4 

99 d 

lOS 1 

104 9 

99 5 


** Compiled by the Bank of Japan 'fhis investigation was be^un in ig22; but the 
records for the first two years were lost in the earthquake and fire of 1923, and the compila- 
tion was not resumed until 1 ^ 26 . 


during a period when retail prices were falling. 7'he largest increase 
in the actual earnings is showm in the government factories. I'cmalc 
labor has not fared as well as male labor. The apparent improvement 
in the condition of the laboring population as a w^hole during these 
four years ivS, however, in some degree offset by the increased volume 
of unemployment in recent years. 


Average Daily \VAOE^ and Act i’al Ivxrntngs or Faciorv Workers, 
DtClMBER, 102‘> 

(In yen) 


Industry 

Standan 

j Wages 

I'Vmale 

A( tual Earnings 

Miile 

Male 

F cm ilk 

Silk reeling . 

1 .22 

0 91 

1 23 

0 94 

Spinning 

1 41 

0 91 

1 .60 

1 .02 

Weaving 

1 32 

0 82 

1 05 

1 00 

Dyeing 

1 44 

0 85 

1 66 

0 87 

Mechanical 

1 95 

0 88 

3 10 

1 20 

Shipbuilding . . 

2 15 

0 88 

2 98 

0 95 

Vehicle 

1 9.5 

1 .02 

3 28 

1 27 

I’ools and instruments 

1 82 

0 88 

2 6(» 

1 28 

Metal works 

1 80 

0 88 

5 05 

1.15 

Ceramics 

1 57 

0.79 

2.14 

0 98 

Paper making 

1.49 

0 74 

1 86 

0.84 
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The average daily wages and earnings of workers employed In 
the principal industries at the end of 1929 is shown in the table 
on page 280. The figures have been compiled by the Bank of Japan 
and cover 3,600 reporting factories'* comprising 90 per cent of all 
factories employing over 40 to 50 workers. 

No effort is here made to compare these wages with those of other 
countries, since comparative wages throw little light upon the relative 
living conditions in different countries. We present in a following 
section, however, a brief summary of living conditions in both urban 
and rural communities, as revealed by a recent official budget survey. 

V. UNEMPLOYMENT 

Until recent jears unemployment has not presented a serious 
problem in Japan. This fortunate situation appears to be the result 
of three principal factors. First, as has already been pointed out, the 
rate of industrial expansion until the era of the World War was 
such as to absorb steadily the increasing population; while the phe- 
nomenal economic expansion which began in 1915 and continued 
with but a brief interruption until 1926 took care of the rapidly 
expanding labor supply of that period. 

In the second place, the figures of unempUyment, even in recent 
)^cars, arc not large, as gauged by occidental stanciards, for the 
reason that Japan is still far less industrialized than are such coun- 
tries as Germany, England, and the United States. Not only is agri- 
culture still of great importance, but a large part of the so-called 
industrial establishments are, as we have seen, conducted on a very 
small scale. Indeed more than half of the total number of listed 
factories emplo) from five to nine laborers, while many other estab- 
lishments have less than five workmen. 

A third very important factor m the Japanese labor situation is 
the strength of the traditional family system. Workers temporarily 
unemployed ha\'e always, until perhaps very recently, been welcome 
at home during periods of enforced idleness; and because of the 
short distances workers from the country can return home in a few^ 
hours at the most. In the cities, moreover, many workers, particularly 
the female employees, continue to live with their parents. This situa- 

*' I lus t.ihk' nuluilcs ^00 ^ilk nrlinf f.irtorios whiv.h excluded fn^ni the piteedlnij 

t dd'^ Kti.uise (d xioltiit be json d iluctuitions in employment 


281 




^ r 


tion has greatly mitigated the problem of unemployment, and ac- 
counts for the fact that it is almost never visible. A leading social 
worker of Japan, who travels continuously over the islands, informs 
the author that he has in 1930 for the first time seen travelling 
^^hoboes” of the familiar American type. 

Another factor that has tended to ease the effects of unemploy- 
ment is the employers^ practice of giving dismissal allowances, at 
the time workers are discharged.^ The amount of the allowance 
varies but is not uncommonly the equivalent of one or two months’ 
wages. This practice is a survival of the old feudal relationship be- 
tweeii employer and employee and its influence extends even to 
factories of considerable size. So strong is this feeling of paternal 
responsibility that employers not infrequently pay wages to strikers 
during the actual period of a strike or give unemployment allow- 
ances to workers discharged in consequence of strikes. Actual strike 
expenses have also at times been contributed in lump sums to be used 
for specified purposes.® The employer thus discharges his responsi- 
bii^t)" to the workers and their helpless families who, in his view, 
have been misguided by irresponsible agitators. 

It should be added that not always is the motive one ol pure 
altruism, for the practice has also come to be looked upon as a means 
of preventing the establishment of a system of compulsory unem- 
ployment insurance, which would impose a heavier burden upon 
employers. It should be added also that the workers have conic to 
oppose the practice of paternalism, on principle, demanding unem- 
ployment compensation as a right. 

The same paternalistic attitude that prompts the giving of unem- 
ployment allowances also leads to the retention of workers on the 
payrolls at times when productive requirements do not warrant it. 
This is true not only in periods of depression, but it is more or less 
common at all times. Industrial establishments and government agen- 
cies as well are notoriously overstaffed. The policy of employers in 
this respect is undergoing some change, however, as the recent data 
on the volume of unemployment attest. 

Unemployment has been increasing in recent years. Although the 
first serious unemployment situation developed during the acute busi- 

’ Undei an ordinance issued in June, 1926, for the administration of the Factory Act, 
vvorkers in factories are entitled to a discharge allow incc equivalent to 14 days’ notice, if 
tb^ are dismissed without previous notice of two weeks, 

* For nunieious illustrations, see Harada, Shuichi, Labor Condthons tn dapatiy pp 225-^4. 
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ness reaction of 1920^2, no reliable data bearing on the problem 
are available prior to 1925. Unofficial estimates of the number unem- 
ployed during the depression of 192022 run as high as 200,000 to 
300,000. On October i, 3925, the government conducted the first 
unemployment census, which is to be repeated at regular five-year 
intervals. This first census covered only 21 industrial cities and three 
mining towns and their suburbs. The number of unemployed is placed 
at 105,612. 

The trend of employment in recent years is shown by means of 
an employment index compiled by the Bank of Japan for both male 
and female labor. The index is based on 1926, a good year, as 3 00, 
and is compiled on the basis of returns from about 3,300 factories. 



Males 

Females 

1926 (January) 

99 .x 

100.5 

1927 ‘‘ 

99.4 

95.9 

1928 

96.4 

85. 6 

1939 

98.1 

81.9 

19 30 

96.6 

81.0 

The employment situation for women 

workers is much 

less favor- 


able than for men. The first to be let off in slack times are typically 
women, particularly the young girls. Since these commonly live at 
home, or can readily return to their homes, the distress attending 
unemployment is, therefore, considerably mitigated. 

In recent years the number of casual workers or day laborers has 
been steadily increasing, and their condition in the winter season is 
pitiable. A large and increasing percentage of these transients are 
Koreans — the number registered in 1928 amounting to 18,675 or 
55-3 per cent of the total registered casuals.*^ 

Unemployment is also steadily increasing among the salaried 
workers. The unemployment investigation of 1925 showed 19,296 
salaried workers out of work^ and the situation has grown steadily 
worse. Indeed, the situation of the educated classes generally is one 
which gives rise to a grave concern and suggests the necessity of a 
thorough reorganization of educational objectives. 

At the beginning of the Meiji era, Japan had no trained personnel 
for the educational, technical, business, and professional positions 
that arise in a complex economic organization. The vacuum thus exist- 


** £d«M, Sfishi, “The Unemployment Pioblrm in Japan,’* Inlernatwnaf Labor Revietv, Oc- 
tobet, 1930, p. 510. 



ing gave to all those who in the carJy part of the modern era were 
able to obtain a higher education exceptional opportunities for ad- 
vancement. With education the open sesame to position and affluence, 
it was inevitable that its advantages should be sought by ever increas- 
ing numbers of people. Japan now has more universities than any 
other country in the world except the United States. The number of 
students enrolled in universities, colleges, higher schools, and middle 
schools alike, has increased by leaps and bounds in the last 20 years, 
as is indicated by the following table. 

Collt'fies 

and 



MidflK' 

Hij^hcr 



Schools 

Si hools 

Uoivei 

1V12 

505,700 

42,100 

8,900 

1916 

375,500 

50,400 

9,700 

1921 

5 50,100 

64,900 

26,2 00 

1925 

' 829,800 

87,600 

46,700 

1928 

97 5,200 

98,900 

80,900 


^\Uhough during this period the number of grammar school stu- 
dents increased by only 30 per cent, the number in the middle 
schools trebled, those in the colleges doubled, and those in the uni- 
versities increased tenfold. In the )car 1928 there were 21,400 
university graduates. 

Those who acquired vsuperior training 30 or 40 years ago are still 
in the main in active service, and the new openings do not increase 
rapidly either in the higher or in the intermediate le\els of oppor- 
tunity. Thousands of >oung men arc annually graduating from 
colleges into joblessness. An investigation recently condutted by the 
city of Tokyo shows that the number of college graduates who pro- 
cure positions is steadily decreasing. In 1973, as man} as 97,8 per 
cent of college graduates obtained positions; in 1925 this percentage 
was reduced to 66.6; in 19-7? in 1929, to 50.2. Since 

the beginning of the depression in J930, the condition is, of course, 
much worse. Moreover, the character of the jobs obtained has been 
growing steadily less satisfactory, increasing numbers of college graciu- 
ates being forced to accept positions of the most menial character. 

The preliminary reports of the census of October i, 1930, a time 
of severe depression, showed the total number of unemployed in 
Japan pre^w to 1 k‘ 322,527, of whom f5r,225, or less than 50 per 
cent, were city workers. The total unemployed in the 24 cities and 
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mining centers covered by the census of 1925 was 155,575. The 
relatively low figure of unemployment for 1930 has been the subject 
of no little controversy. It may possibly in part be due to defective 
enumeration, and it is probably in no small measure attributable to 
the tendency on the part of many employers, as pointed out above, 
to discharge workers outright only as a last resort. No doubt an 
exceptional amount of part-time work exists. In any event, the 
number of people seeking food and other aid from the Salvation 
Army and other relief agencies was enormously greater in 1930 than 
in previous years. 

Even when making full allowance, however, for the possible 
understatement of the employment situation it remains very favor- 
able as compared with that in the industrial nations of the West. It 
is evidence of the fact that Japan is still relatively not highly indus- 
trialized — resembling France rather than Germany, Great Britain, 
or the United States. 

A system of labor exchanges has recently been established. Unoffi- 
cial employment agencies have existed for many )ears, the first ^^free 
lodging house and free labor exchange” having been established in 
Tokyo by the SaKation Army some 25 years ago^ and numerous 
other local employment agencies were established shortly after the 
World War. It was not until 1921, however, that a system of official 
exchanges was authorized b) the government, and not until 1924 
that they were thoroughly established. 

Under the superAasion ot the home office, public employment offices 
have now been set up in all the principal cities of the country and 
employment agencies are located in all town and village halls. One- 
sixth of the expenses of operation are contributed by the central 
government. These agencies are uselul also in facilitating the admin- 
istration of other social policies, such as health insurance, vocational 
instruction, and the gathering of statistical data. 

VI. LIVING CONDITIONS 

We have seen from the preceding section that real wages have been 
rising ciuring the last 15 yxars, and we found in Chapter XV that 
the national income as a whole has risen substantially since pre-war 
days. The wage and income figures thus far presented, however, have 
not given any adequate picture ot living conditions. Fortunately, we 
have available for this purpose the results of an exceptionally good 



family budget inquiry conducted in 1926-27 by the Bureau of Sta- 
tistics of the Cabinet/® 

This investigation covered six different occupational classes and a 
large number of localities. Actual family budget records for the period 
September i, 1926, to August 31, 1927, were procured from some- 
thing over 7,000 families, living in numerous cities and districts. Re- 
turns from 5,455 completed budgets were tabulated. They cover three 
groups of families— salaried workers of the city; wage earners, com- 
prising factory, mining, transportation, and day laborers; and farm- 
ers, including owners, part-owners, and tenants. The number of 
budgets tabulated for salaried workers was 1,575; for wage earners, 
3,210; and for farmers, 670. The average number of members to 
the family was 4.17 for the salaried worker, 4.2 1 for the wage earner 
and 5.83 for the farmer. 

An analysis of the sources of income and the purposes for which 
expenditures are made by these families serves to reveal more clearly 
th^n do other data the way in which the different classes of people 
live. The situation is revealed in the several tables which follow. 

It will be seen that in the case of the salaried worker the wife and 


Income oj Salaried Workers and W^age Earners 
(Average monthI> income, in ven) 




Earnings 



Othei 

1 ncome 



Classification 

Husband 



j 

i 

1 From 
Lodg- 
ers 

From 

Prop- 

erty 


1 

: Mis- 

Total 

Prin- 

cipal 

1 

Sub- 

sidi- 

ary 

Wife 

Others 

Pres 

ents 

1 

cel 

1 anc- 
ons 

i 

Salaried worker 
Wage earner 

108 (n 

84 67 1 

1 62 

0 44 

3 76 

3 5S 

2 75 

4 26 

0 48 

0 64 

S 22 

1 92 

It 81 

5 92 

S 50 

0 67 

137 17 
102 07 


Other members of the family contribute about 4.7 per cent of the 
earnings, and in the case of the wage earner about 8 per cent. The 
income from property, which includes investments, was in both cases 
much Jess than that from presents. The total expenditures of the 
salaried group amounted to 124.34 yen, leaving a surplus of 12.83 
yen. In the case of the wage earner, the expenditures were 91.38 
yen, leaving a surplus of 10.69 

Among the 1,575 salaried workers whose budgets were recorded 

M »t8uda, T, The Family Budget Fngntry tn Japan, 1^26-27, XTX^ Session De L’lristitiit 
Intern Ulonal do Statistique, 'Iok>o, 1930 
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there were nine who reported incomes of less than 6o yen a month, 
the average for the nine being 53*31 yen, and there were 156 reporting 
more than 200 yen, the average for this group being 230.02 yen. 
In the wage-earning group 191 reported incomes of less than 60 yen, 
averaging 52.86 yen, while 41 showed incomes in excess of 200 yen, 
averaging 231.41 yen. The average figures are somewhat higher than 
those shown in the wage tables on page 280, indicating that the 
methods of selection resulted in procuring returns from families of 
relatively high average earnings. The number of workers per family 
is also below the average. 

The income of farm families classified as independent, semi-de- 
pendent, and tenant farmers is shown in the following table: 


Income of Farm Families 
(Average monthly income, in yen) 


Classification 

1 

Net 

Income 

from 

Agri- 

culture 

Earnings 

Other Income 

Total 

Hus- 

band 

Wife 

Others 

From 

Prop- 

erty 

Pres- 

ents 

Mis- 

cel- 

lane- 

ous 

Independent 

74 91 

3.66 

0.42 

2.73 

20 29 

7.19 

3 33 

112.53 

Semi-dtpendent 

65 29 

sS.13 

0 86 

5.07 

12.75 

7.47 

3.76 

100.33 

1'cnant 

47 21 

6.62 

i.04 

6 00 

8 77 

6.71 

2.81 

79.16 

Average 

61.57 

5 30 

0.83 

4 90 

13 00 

7.18 

3.38 

96.16 


Here the earnings of the wife and other members of the family 
are relatively larger, even apart from the work done directly on the 
farms. Among the 670 farm family budgets, 106 showed an income 
of less than 60 yen, averaging 47.10 yen, while only 15 showed an 
income of more than 200 yen, the average being 221.11 yen. The 
monthly expenditures of the independent farmers were about three 
yen less per month than the income, but in the other two groups the 
expenditures reported were slightly in excess of the income. 

The classified expenditures of the various groups are indicated by 
the table on page 288. 

The restricted range of outlays and the meagre amounts devoted 
to so-called ^%xuries” and to cultural and recreational purposes reveal 
more reliably than do the total income figures how low is the general 
standard of living, even among the more fortunate families. 

Budget comparisons between different countries are likely to be 
somewhat misleading because of varying methods employed in the 
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making of surveys, because of variations in living requirements, and 
also because of differences in the purchasing power of the monetary 
unit. It is nevertheless suggestive to compare the results shown by 
this Japanese budget inquiry with that of the German family budget 
inquiry of 1927-28.” The German inquiry was based upon 896 work- 
ers’ households and 546 salaried employees’ households. The average 


Family Expenditures of Salaried, Wage, and Farm Groups 
(Average monthly expenditure in yen) 


Classification 

Salaried 

Workers 

Wage 

Eairners 

F'armers 

Food and drink . 

40.61 

36.33 

44.01 

Ricc 

13.17 

14 29 

23.75 

Other cereals 

0 62 

0 56 

2.65 

E'lsh and shell fish .... 

3 75 

3 12 

1 94 

Meat 

1.3<> 

0 93 

0.26 

Eggs • 

0.95 

0 so 

0 21 

Milk . .... 

0 .. 1 S 

0 20 

0 10 

Beans and vegetables . , 

2.92 

2.60 

3 57 

Dried food 

0 53 

0 39 

0.33 

Tolu‘S ... 

2 15 

1 

1 84 

Sugar, salt, etc. 

3.46 

3 08 

4..S9 

Bought meals: 



Consumed at home . . 

1 .08 

0 72 

0 2() 

Consumed outside . 

2 54 

1 .U 

0 18 

Luxuries 

7.70 

6 . .SI 

4.33 

Alcoholic drinks 

1 98 

2 56 

1 .90 

Non-alcoholic drinks 

0 64 

0 44 

0 33 

Tobacco . . . . 

1 46 

1 27 

0 57 

Cakes and fruits . . ... 

3 62 ! 

2 24 

1 53 

Dwelling 

22.84 

14.42 

14.64 

Rent . 1 

18 15 

11 14 

9 86 

Repairs 

0 89 

0 74 

2 77 

Water supply 

0 39 

0 21 

0 OH 

Furnishings . 

3 41 

; 2 33 

1 93 

Heat and light 

5 66 

4.17 

5 89 

Clothing 

17 18 

11 87 

7 59 

Sanitation 

i 7 68 

5 84 

2 71 

Rearing of children 

1 62 

1 53 

0 37 

E'-ducation 

' 2 36 

1 00 

1.01 

Daily journeys 

2 19 

1 

1 15 

Correspondence and transporration 

0.52 

0.21 

0.16 

Stationery. 

0 25 

0 12 

0.15 

laxea . 

1 41 

0.51 

1 31 

Companionship 

! 10.29 

6.46 

7.58 

Presents 

7 38 

4 92 

5.45 

Dinner parties 

1.08 

0.31 

0 25 

Miscellaneous 

1.83 

1.24 

1.88 

Culture and recreation 

6 03 

3 26 

2 16 

Travel ... 

1.43 

0.<X) 

0 58 

Hired labor , 

0 34 

0 12 

0 16 

Miscellaneous. 

3 93 

3.51 

6.92 

Total 

137.17 

102 07 

96.16 


» Bean-curd, hukndafu, and similar prepared food, and pickles. 


PublislRcl in Wirt'^cha]t und Stah^uk, 1929 and 1930 . 



monthly income for the German workers amounted to 277 marks 
per month, or approximately $70, as compared with $51 per month 
for the Japanese worker, the average size of the families selected 
being approximately the same. The German family spends 45 per 
cent on food compared with about 40 per cent by the Japanese family. 
The comparative earnings for the salaried employees arc $68 per 
month for a Japanese family as against $98 for a German family. 
Reduced to income per person, the amount is about $i6 in Japan 
as compared with approximately $25 in Germany. 

The mass of the population is able to live on the meagre incomes 
available by virtue of several major economies. The first is the general 
practice of continuing to live with parents after marriage. Living 
quarters are, moreover, of extremely restricted dimensions. The 
second is the use of the simplest, scantiest, and cheapest sort of 
clothing. In summer very little is worn, and in winter the people are 
accustomed to bearing cold and exposure. The wooden shoes, which 
arc the almost universal footwear, are as economical as they are noisy. 
The third major economy is in food. Rice, fish, and vegetables are 
the great staple foodstuffs of Japan, and all arc relatively low in 
price. The number of eggs consumed per person annually is about 
40, while the per capita consumption of meat is a little over three 
pounds. High death rates are no doubt evidence of undernourishment 
and privation. 

Despite the very low incomes of the masses of the people, a con- 
siderable percentage manages to effect some savings. As we found in 
Chapter IX, deposits in postal saviiigs banks and other savings insti- 
tutions have shown a steady growth for many years. It is of more 
than passing interest, also, that the practice of making presents to one’s 
friends, as the household budgets reveal, is apparently universal. 

VII. SOCIAL WELFARE AGENCIES 

Organized social welfare work is of very recent development in 
Japan. Traditionally the provision of charitable relief has been a 
prerogative of the Imperial family. Some 1,500 years ago the Em- 
peror Yuryaku is said to have established orphanages out of pity for 
children found deserted on the streets. In the eighth century, the 
Empress Komyo, moved to compassion by the sight of suffering lepers, 
opened hospitals and dispensaries for their care. Continuously in 
recent centuries the Imperial household has taken the lead in pro- 
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moting and contributing to charitable enterprises. To cite a single 
recent illustration, on the occasion of his enthronement the present 
Emperor in 1928 contributed i,500,cxx) yen to be distributed among 
all sorts of social agencies throughout the country. 

The first charity law was enacted early in the Meiji era — in 1874. 
It has been amended at various times, and in 1929 a new public 
relief act was passed which will supersede all former regulations. 
This law will not go into effect, however, until January i, 1932. Its 
main provisions arc as follows: 

The following classes of persons incapable of self-support are afforded 
relief: (i) Infirm persons over 65 years of age; (2) children under 13 
years of age; (3) women before and after child-birth; (4) invalid and 
other persons unable to work owing to illness, injuries, or other mental 
or physical suffering. 

As a rule relief shall be administered by the mayor or head-man of the 
city, town, or village in which the recipient of relief resides, or, when there 
is no permanent or known residence, where he is found. 

Relief shall ordinarily be given at the home of the recipient; where this 
is impossible the recipient may be taken to a relief institution, a private 
home, or other suitable place. 

Relief shall be in the following forms: (i ) Aid toward sustenance; (2) 
medical care; (3) aid in connection with child-birth; (4) aid in connec- 
tion with occupations. 

The allocation of expenses between the various governments is as fol- 
lows: The national treasury shall subsidize up to one-half of the following: 
(i) Expenses borne by cities, towns, villages, or prefectures; (2) costs of 
the relief institutions established by local governmental units or by private 
persons. The prefectures shall pay one-fourth of these varuius exj.>enses. 

If the recipient of relief subsequently becomes capable of repaying the 
costs of the relief accorded him, he may be ordered by the city, town, or 
village, or prefecture which had borne such cost to make repayment in full 
or in part within five years from the date on which the relief was stopped. 

The disbursements made in the financial year 1928-29 are shown 
in the table on page 291. Foundlings are also supported by govern- 
ment subsidies, which amount to the cash equivalent of about 3.5 
bushels of rice annually. Subsidies are likewise provided for the care 
of people found sick or dead in the streets, and for refugees during 
national calamities. Soldiers^ homes and pensions are provided for 
disabled and dependent ex-soldiers, while aid is also rendered in 
this group by the Japanese Red Cross, patriotic women’s societies, 
and the Imperial Ex-Service Men’s Society for supporting soldiers. 
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A feature of the social welfare work of Japan is the semi official 
district committee system. The function of this comprehensive organ- 
ization is to investigate continuously the living conditions of the poor 
in all sections of the country and to rectify the traditional defects 
of relief work which have resulted in giving too much assistance 
to some while all but ignoring other needy groups. This system, which 
is modelled after that of Elbenfeld in Germany, has been instituted 
in most of the prefectures, and for several years has been handling 


Government Expenditures for Welfare Work, 1928-29 
(In yen) 


For Care of 

National 

Government 

I.X)Cai 

Czovcrnments 

The disabled, the aged, the sick, and orphans 

64,890 

484,110 

Foundlings . 

7,650 

90,431 

The sick and the dead found in the streets 

— 

507,731“ 


“Of this sum 71,810 yen were recovered afterwards from those responsible for the 
persons in question. 


tens of thousands of cases a year. The membership of committees con- 
sists of unpaid public-spirited citizens. 

With a view to eliminating the necessity of charity, welfare work 
in Japan, as in other countries, has in recent years been developed 
along more constructive lines. The social insurance measures and the 
employment exchanges established by the government have already 
l>een discussed. In addition, public markets (both wholesale and 
retail), dining-rooms, baths, lodging houses, and pawnshops have 
been established and various housing and rental concessions have 
been made. Numerous co-operative associations, under both public 
and private initiative have, as elsewhere noted, been organized. A few 
social settlements, of excellent character, have been developed in 
recent years. 

VIII. SOOAL UNREST 

In Japan, as in many other countries, the events of the last 15 
years have occasioned an exceptional degree of social unrest. This has 
manifested itself chiefly among three classes in society — the laboring 
population, the ‘intellectuals,” and farm tenants and workers. The 
latter class, because of its fundamental importance as well as because 
of its relation to the labor movement of the cities, may advantageously 
be discussed first. 

The development of a radical labor movement during the later 
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war years was quickly followed by a similar movement among the 
rural population. Tenant farmers’ associations, or unions, as they arc 
sometimes called, soon began to be organized for the purpose of 
more effective bargaining with the landlords. After the collapse of 
agricultural prices in 1920, the growth of these associations was very 
rapid, as shown by the following table: 



Number of 

Number of 

Year 

Absociatioiis 

Members 

1922 

1,1 14 

1 32,322 

1923 

1,530 

163,931 

1924 

2,337 

232,125 

1925 

3,313 

307,106 

1926 

3,915 

338,706 

1927 

4,275 

347,429 

1928 

4,1 15 

325,983 

1929 

3,866 

301,326 


The landlords also organized a large number of associations in the 
early post-war years. From 1926 to 1929, however, the number 
decreased from 591 associations to 543, with a membership of 48,104. 
Records of disputes between agricultural workers and landlords are 
not available prior to 1917. The increase in controversies from then 
until 1929 is shown by the following tabic: 


Lj^NDLORD-TfNANI CoNfROVB rsils, 1917-29 


Year 

Number of 
Disputes 

Number ot 
Landlords 
Involved 

Number of 
Tenants 
Involvtd 

1917 

H5 



1918 

256 



1919 

326 



1920 

40H 



1921 

1 ,680 

34,180 

145,898 

1922 

1,578 

29,077 

125,750 

1923 

1,865 

32,036 

129,120 

1924 

1,260 

21,910 

88,315 

1925 

1 , 354 

19,938 

86,406 

1920 

2,029 

30,601 

116,669 

1927 

1,344 

17,068 

65,996 

1928 

1,144 

13,087 

50,357 

1929 

1,501 

11,078 

48,565 


From an average of only 78 agricultural disputes a year just prior 
to the war, the number rose gradually during the war period, and 
then enormously in the difficult post-war era. The fact that they have 
occurred in a period of profound agricultural depression indicates 
that the economic situation is quite as responsible as the example 



of urban labor organizations and the dissemination of radical doc- 
trines. The controversies initiated by the tenants are concerned pri- 
marily with the amount of rent to be paid. For a time in the 
early post-war years as many as 25 per cent of the controversies 
were concerned with demands for permanent reductions in rent, 
but by 1929 the percentage had declined to 6 per cent. The cases 
raised by the landlords have increasingly demanded the surrender 
of tenancy, the percentage of cases in this field of controversy rising 
from I per cent in 1924 to 25 per cent in 1929. 

For the promotion of peace in the agricultural field, the govern- 
ment passed in July, 1924, the Tenant Farmers’ Arbitration Act. 
Under this law 7,597 cases had been handled up to December, 1929. 
The record shows that the percentage of the cases brought before 
this board by the tenant farmers has been increasing. A reconciliation 
was, in fact, effected in 42 per cent of all cases considered. 

The basic difficulty in the agricultural situation is that, at present 
prices, the value of the product is insufficient to give a decent return 
to ail who derive support from the industry. The income obtained by 
the owners of land is very small in comparison with that received 
from investments in industrial and financial enterprises. The position 
of landowners is, moreover, complicated by virtue of the fact that 
a large volume of mortgage indebtedness was created in the war and 
early post-war years, when prices were substantially higher than those 
of today. The position of the farm tenant has also been tremendously 
affected by the fall in the prices of farm products. In fact, the trend 
of agricultural conditions in general resembles that in the United 
States during recent years. 

The difficulties of the rural villages have been complicated of late 
by the growing unemployment in the cities. When thrown out of 
work, urban laborers, who are recruited in good times from the agri- 
cultural districts, return to the farms and homes whence they came. 
Notwithstanding the traditional sStrength of family ties, these return- 
ing workmen are no longer welcome guests. Their labor is not needed, 
and they inevitably serve to deplete the already meagre resources of 
the rural family. 

The labor movement in Japan has thus far achieved little success 
politically. Not only has it been difficult to cement the interests of 
farm workers and tenants with the city laboring population, but 

See p. ^2 tot moitgage data. 
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tbere has been no cohesion within the ranks of urban labor itself. 
As we have already seen, there was a split in 1919 between the 
radical and conservative groups; and as the years have passed 
separatist tendencies have been more and more in evidence. The 
division results in part from suspicions and animosities among labor 
leaders, and in part from natural differences of opinion on questions 
of fundamental economic and political policy. Various efforts to lay 
the foundations of a genuine labor party have been made and have 
successively failed. 

In 1931, however, the principal proletarian groups merged their 
interests in a party known as Zenkoku Ronotaishu-to, or All Japan 
Labor, Farm^ and Masses Party. The extreme left and right ele- 
ments, however, still remain outside. The platform includes such 
specific objectives as the following: the enfranchisement of all men 
and women over 18 years of age; the reform of the central govern- 
ment administration; the direct election of governors, mayors, and 
village heads; the abolition of secret diplomacy, the elimination of 
military armaments and the shortening of the term of military service; 
the right of international co-operation in the proletarian movement; 
the establishment of a complete system of indemnification for false 
arrest and accusation; the abolition of the “peace prcservatloir’ law 
of the police and all other similar regulations; the abolition of the 
existing pension system and the establishment of old-age pensions; 
the institution of a seven-hour working day and the adoption ot an 
equal scale of wages for men and women; the abolition of the Tenant 
Farmers^ Arbitration Act; the reduction of prices on government 
monopoly products; an increase in inheritance, capital, interest, land, 
business profits, and income taxes; the prohibition of licensed vice; 
and the extension of the period of compulsory education to ten years. 
Whether this effort at the unification of the interests and objectives 
of the workers will prove more successful than earlier efforts remains 
to be seen. 

Bolshevism has not found a very fertile soil in Japan. It is, in fact, 
confined chiefly to the so-called intellectuals, consisting mainly of 
university students. In a number of universities Bolshevik leaders 
arc engaged not only in propaganda but also in the establishment of 
units trained in Bolshevik methods of organization. It is the view of 
some of the ablest leaders of the social movement in Japan, how- 
ever, that there is little likelihood that Communism will gain rapid 
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headway. The primary explanation lies in deeply rooted feelings and 
traditions. 

Doctrines which preach the overthrow of the government by vio- 
lent revolution inevitably meet with resistance among a population 
in which reverence for the Emperor is almost universal. Similarly, 
the strength of family ties and traditions and the fundamental respect 
and even reverence accorded to elders and ancestors make for con- 
servatism and the preservation of established ways of life. For these 
reasons it is felt by many that labor and social evolution is more likely 
to proceed in future along lines forecast by the co-operative movement 
or through the extension of public ownership and control to a widening 
range of economic activities. 
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CHAPTER XX 

THE EXPANSION OF POPULATION 

Detailed discussion of the growth of population in Japan has been 
reserved to this late place in our analysis in order that it may be 
studied in proper perspective, that is, in relation to the economic ex- 
pansion that has taken place since the Ixiginning of the modern era. 
For, as we shall sec, it has been the economic revolution that has 
made possible a virtual doubling of population during the past 6o 
years. As a background for the discussion of the population growth 
since 1870, we present a brief summary with reference to the popula- 
tion situation in former times. 

I. THE POPULATION OF OLD JAPAN 

While in the nature of the case reliable data are not available 
as to the population of the Japanese islands during the early centuries, 
a number of estimates have been macie for different periods. In the 
seventh and eighth centuries, A.J)., following the period of expansion 
that came with the extensive migration of Chinese and Koreans to 
Japan, the population has been variously estimated to have been from 
5, OCX), 000 to 8,000,000 or 9,000,000. In the sixteenth century, at the 
close of a long era of internecine strife, the number of inhabitants has 
been put by some writers as low as 5,000,000 but Yosoburo Take- 
koshi, the distinguished economic historian, estimates, on the basis 
of tax revenues paid in rice, that the population in 155^^ must have 
been approximately 13,000,000.^ The same writer estimates that at 
the end of the fifteenth century Kyoto, then the capital city, had a 
population of approximately 1,300,000/ 

Since early in the eighteenth century the data are much more 
reliable. Beginning with the year 1721, population figures were com- 
piled practically every sixth year until 1846. The number of people 
and houses in every village, town, and county was calculated with 
the CO operation of the temple priests who maintained registration 
for religious purposes. The recording was in many respects defective 

^ These estinntc? are given in in ailule piepued by T H isi*gav\ i, director of the Oencr.il 
Bureau «>f Statistic^., and publislitd under the tillt, PopuJaftou Du Jupou Dt put- p 11 ; 

'PJ/t Ffonot/ui Aspei,/s of the History of ttu i ix'th^itiov of Japariy Vol I, p 2«;4. 

^ Ibtd.^p 256 . 
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and there were numerous omissions. For example, court nobles and 
the smmtrai and their subordinates were not included, and sometimes 
the inhabitants of Ezo and the Riukiu Islands were omitted. It was, 
moreover, left to local option whether children under 1 5 years of age 
should be counted j and it appears that in some fiefs all over one year 
of age were counted, while in others the counting began at two, three, 
or five years. Accordingly, the total population, as calculated, is clearly 
understated, Japanese scholars estimating that this understatement 
probably amounts to something like 10 per cent. The figures for 
each so-called census between 1721 and 1846 arc given in Table 8i, 
page 475. The approxin\ate trend by 20-year periods is shown in 
the chart on page 299. 

As the estimate given above for 1553 and the first census figure 
of 1721 indicate, the first century of peace that followed the estab- 
lishment of the Tokugawa shogunate in 1603 apparently witnessed 
a rapid increase In population. During the next lOO years, however, 
the population remained practically stationary. As the chart shows, 
there was no increase from about 1720 to 1820, and there was an 
actual decline in the latter part of the eighteenth century. There was 
a slight increase, however, from about 1800 to 1830, after which a 
new decrease ensued. In the last 25 years of the Tokugawa period 
It is known that there was some increase in populationj but the sharp 
jump shown by the chart is largely to be accounted for by the more 
complete population data which were assembled by the new govern-^ 
ment. 

The stalit)nary population following 1720 must be primarily at- 
tributed to the inadequacy of natural resources — under the economic 
organization then existing — to support a larger population. As we 
have seen in Chapter XVI 1 1 the condition of the masses of the people 
was utterly deplorable, with starvation a constant menace. Since 
peace prevailed throughout the Tokugawa era the casualties of war 
did not serve as a check upon population increase. While famine and 
accompanying pestilences played an important role in restricting the 
growth of population, the practices of abortion and infanticide were 
almost universal. 

The Japanese word for infanticide, mahiku^ means thinning, and 
we are told that the rank and file of people, in the big cities and in 
the country alike, ‘‘thought no more seriously of infanticide than 
of rooting out vegetables or herbs. ... In Kyushu there was a custom 
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to kill two of five children born to their parents} in Tosa Province 
one boy and two girls were considered a maximum number of chil- 
dren to be brought up in one family* In some other districts prac- 
tically ail the babies whose births were reported to the local authorities 
were boys. Again, in Hyuga Province, only the first born was allowed 
to live, all other babies being killed as soon as they were born.”^ By 
penalties, rewards, and educational propaganda, the shogunate en- 
deavored to prevent the restriction of the growth of population but 
without success. The harsh law of economic ncxessity governed. 

ir. THE GROWTH OF POPULATION SINCE 1874 

It will be seen from the chart on page 299 that the increase of 
population has proceeded at an accelerating pace. In the first decade 
of the Meiji era, that is, from 1870 to 1880, the increase was only 
about 5 per cent. In the eighties, it was somewhat more rapid, amount- 
ing to approximately 7.6 per cent. In the next decade it was approxi- 
mately 10 per cent} between 1900 and 1910 it was about 12 per cent} 
between 1910 and 1920 it was nearly 13 per cent} while in the 
decade 1920 to 1930 it was about 18 per cent. Expressing this growth 
in terms of the increase per thousand of population we find that the 
increase prior to 1895 typically ranged from 5 to 9 per thousand, 
from 1895 to 1920 it averaged about tO} and since 1920 it has 
averaged approximately 13 per thousand, reaching a high of 14.5 
per thousand in 1928. 

It will be seen that this increase of population roughly parallels 
the growth of the country economically. It was relatively slow in 
the first two decades of the Meiji era, then more rapid as industrial- 
ization got under way, following first the Chino- Japanese and then 
the Russo-Japanese War, and still more rapid during the expansion 
era that began in 1915* The slowing down of economic growth since 
1926 has not, however, been accompanied by a decline in the rate of 
increase of population} on the contrary, the line of growth has again 
moved upward. 

In most western countries such increase in population as has oc- 
curred in recent years has been primarily due to a decrease in the 
death rate} for birth rates, generally speaking, are low and declining. 
But in Japan, the situation is different. According to the official 

■* Honjo, K., The Population and Its Ptobicms in tin Tokugtrwa Era, XlX'' Session Df 
L’Instjtut International de Statjstique, Tokyo, 19^0. 
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figures, the number of births per thousand of the population in tht 
period 1874-83 was 25; whereas in recent years it has averaged 
about 34. But in the light of what is known about population tenden- 
cies, in general, the extremely low birth rate for the earlier years is, 
it would seem, open to serious question. It is probable that birth 
registration methods were considerably less effective then than now, 

GaowTH OF Population, Japan Proper, 1721-30^ 



and it may accordingly he doubted whether there has been any actual 
increase in the birth rate. 

The official figures also indicate an increase in the death rate since 
the early days of the Meiji era — from 18 per thousand in the period 
1874-83 to 23 per thousand in 191923. In view of the improve- 
ments in economic and social conditions and in sanitation and medical 
science, it does not seem possible, however, that the death rate could 
have increased during the period mentioned. Rather, it would seem 
that the death registrations of the earlier years were seriously defec- 
tive. Undoubtedly, the practice of infanticide continued for some 
years after the beginning of the modern era, and it is highly improb- 
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able that the children who did not live were registered either in 
the birth or in the death statistics. 

In any event, it is the persistence of a very high birth rate throughout 
the modern era which is primarily responsible for the remarkable 

Birih and Death Raies, 1918 29 
(Per thousand of population) 


\ ear 

Birth 

Rate 

Dt ath 

Kate 

h xccss of 
Births 

1918 

^2 2 I 

20 8« 

S 4 

1919 : 

SI 6 

22 8 

8 8 

1920 

S6 2 

2^ i 

10 8 

1921 

n 1 

22 1 

12 4 

1922 

S4 2 

12 S 

11 9 

192^ 

S4 9 

V 8 

12 1 

1924 

^3 8 

21 2 

12 6 

192 S 

H 9 

20 3 

14 6 

1926 

34 8 

19 2 

IS 6 

1927 

i ^3 6 

19 8 

n 8 

1928 

I 34 4 

19 9 

14 •) 

1929 

3^ 0 

20 0 

1< 0 


® hxccptionalh high because of the influtn/i tpuietmc 

growth of population. Dunng rtccnt years, howtver, a declining 
death rate has also clearl} played an nnportant part The annual 
biith and death rates since the World War are sho^^n bv the table 
above. 

The increase in population in the colonies has also been e\ttc.inely 
rapid. The following table shows then population growth during the 
last ten yeirs, for purposes of comparison the figures for Jap in 
pioper and for the entire bmpire aie also included 


The (irowth oi Poiiiaiion, Jsr^NEst hMiiRf, 1920 SO 


Clisiiification 

1920 

192S 

1930 

Piutnta^^e 

I net eaw 
^9^0 W 

J)t nsity 
per 

Sq u iri. 
Mile 
1930 

Chobcn 

17,264,119 

i 19 S22,94S 1 

21 ()S8,000 

1 0 

247 1 

Taiwan 

3,6SS,m 

^,995,408 ! 

4 S94 (K)0 

I 2S 7 

m 8 

Kirafuto 

1 OS, 899 

203,754 ' 

29 S 000 

1 I7h 0 

21 2 

Japan proper 

SS,%3 0S3 

59,736,822 

64 448, (X)0 

iS / 

4^7 4 

Jap intsc L mpirc 

76 988, m 

8H,456,Q2‘) 

90,395,000 

17 4 

U7 4 


It Will be seen from the table that the population has inci eased 
even more rapidly in the colonies than m Japan proper Although 
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less rich in natural resources, Taiwan and Chosen have a population 
density comparable to that of the Japanese islands. While the popu- 
lation of Karafuto has increased rapidly, owing largely to immigra- 
tion, this island is still sparsely settled. While a continued increase 
in population is to ht expected, the extremely rigorous climate and 
the restricted resources militate strongly against a density comparable 
to that in islands farther south. Moreover, since the area is only 
13,929 square miles, the island is in any event incapable of supporting 
any considerable population. 

Since pre-war years there has apparently lx;cn some decline in the 
fecundity of Japanese women, and the marriage age is also becoming 
later. The following table shows the number of births per 1,000 
married women between the ages of 15 and 44 years at intervals 
beginning with 1903:"' 



Births 



per 1,000 



Married 

Index 

Year 

Women 

Number 

190 1 

269,1 

100.0 

1908 

284.7 

105.8 

19 13 

283 0 

105.2 

1 ‘M S 

272 1 

101.1 

192'? 

248.4 

92.3 


A movement for birth control is also gaining headway. The question 
is frequently discussed in public, and there is a magazine devoted 
to the subject. The problem has been given consideration by a gov- 
ernment commission on food and population, and city officials of 
Tokyo have recently sponsored investigations regarding the feasibility 
of introducing the practice of birth control among the masses of the 
people. The dissemination of birth control propaganda is, how^ever, 
illegal, and it is c^pposed by the Kmperor; hence the movement dc- 
velc^ps but slowly. 

It will be of interest now to compwe the recent growth of pc^mla- 
tion in Japan with that in other countries. The table on page 302 
shows the excess of births over deaths from 1920 to 1929 inclusive 
in a number of selected countries. 

The birth rate is much higher in Japan than in any of the cither 
countries selected, and nearly double that of France and Great Britain. 
Notwithstanding the high death rate, the excess of births is sub- 
stantially greater in Japan than in Italy, and very much greater than 

“ C’onjpilcd fur tlir wiltci by Dr. Shiioshi Nasu of Tokyo [mptnal Univcisity, 
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In other countries of Western Europe. Dr. Robert R. Kuczynski, 
111 connection with his studies of the balance of births and deaths 
in the leading countries of the world, has computed fertility rates 
for Japan for the period 1921 >25. He finds that according to fertility 
rates then prevailing an average of five children would be born to 
each woman passing through the child-bearmg age. The rate in 
Japan is now apparently exceeded only by Russia. 


Pof’ULATioN Increase in Selected Countries, 1920-29® 
(Per thousand of population) 


Country 

1 Average 

Birth Rate 

Average 

Death Kate 

txccss of 
Births 

Japan 

U 5 

21 4 1 

n 1 

Italy 

28 2 

16 8 

11 4 

United States 

21 7 

12 0 

9 7 

Germany 

21 0 

12 9 

8 1 

Great Britain 

19 6 

12 4 

7 2 

France 

19 2 

17 4 

1 8 


* Data for the United States were furnished b) th< Bureau of the Census of the U S 
Department of Commerce I he sourccb of those tor the other countries are as follows 
prior to ig-zo, Intetnattonal Stati<;tual Yeaf Book for 1926 and 1929 , for 1929 , Institute 
Ceniralc di Statistic a del Regno D’ Italia, Notrano Demografjro 

III. POSSIBIUTIES OF EMIGRATION 

Japanese emigration has long been an issue of acute international 
importance. Migration, either to North and South America, to Aus- 
tralia, to the Philippine Islands, and to the adjoining mainland of 
Asia, has long appeared to the Japanese a natural solution of the 
problem of population congestion. Moreover, Taiwan, Korea, Kara- 
futo, and Kwantung have been looked upon as important possible 
outlets for Japanese population. 

As a preliminary to the discussion of emigration possibilities in the 
future, it is necessary to present the facts as to Japanese emigration 
hitherto. The chart on page 303 shows the number of Japanese emi- 
grants by ten-year periods from 1870 to 1929. Prior to 19CX) the 
number of thc^se going abroad for temporary sojourn is not shown 
separately, but after 1900 the data are divided between emigrants 
and non-emigrants.^ 

The largest number of emigrants for a ten year period was 
155,000. The maximum was reached in 1917 and 1918, when the 
emigration amounted to slightly more than 23,000 each year. The 

^ I lu tlUi presented m this stction 11 e tikrn from Dpanesc Deputnient of foreign Affaiis, 
Commercial Bureau, of Japanese (toinp attd Re. iding Abtoady Tok>o, 19^0 
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total emigration, since the restrictions on foreign travel were removed 
at the beguining of the Meiji era (including the non-emigrants up 
to 1900), aggregated 664,674. The total for the 6oyear period is 
only about two-thirds of the annual increase of population in recent 
years. 

The chart on page 305 shows the geographic distribution of 
Japanese residing abroad in 1929. Of the total, amounting to 795, 01 8, 

Japanese Goin<7 Abroad, 1870-1929 
(By ten-year periods) 

THOUSANDS 



approximately 62 per cent are in Manchuria, the United States, and 
Hawaii. 

The trend of emigration is shown by the table on page 304, which 
gives the distribution of Japanese residing abroad over a period of 
years. It will be borne in mind that the figures include temporary 
residents in foreign countries. 

Over the period as a whole the percentage residing in the United 
States and Hawaii has steadily decreased. Brazil shows the most rapid 
percentage increase and the number residing there has increased 
steadily since 1925. The number going to Peru is likewise increasing, 
though the total residing there is still small. The number in the 
Philippines has also increased very markedly during the last few 
years, while the number living in China has increased only a little 
during the last decade. 

The increased emigration to Brazil prior to the economic collapse 
of 1929 was promoted by two factors. The first was a labor shortage 
in Brazil, resulting from the emigration restriction policy of the 
Italian government. The second was the recent opening of the Ama- 
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Japanese Department of Foreign Affairs, Commercial Bureau, Statiytus of Japanese Going and Residing Abroad^ Tokyo, 1930. 



zon region to settlement As yet, however, only a few hundreds of 
Japanese colonists have availed themselves of this opportunity, and 
it is too early to tell whether they can adapt themselves to the climatic 
conditions of the Amazon region. It is of interest to compare the 
number of Japanese residents in Brazil with that of certain other 
countries. As against a little over 100,000 Japanese, Italians number 
1, 475, 000 j Portuguese, 1,250,000^ Spaniards, 574,000; Germans, 

Geographic DisTRiBuriON of Japanese Residing Abroad, 1929 

THOOSAmS 

CANAM 
UNITED STATES 
HAWAII 
PERU 

brazil 


PHILIPPINES 

CHINA 

MANCHURIA 


SOUTH SEA ISLANDS 
(MANDATES) 

OTHER AREAS j 

: 






5 ^ 

)o n 

>6 Zi 

0 


194,500; Russians, i lojoo; Austrians, 90,000; and Turks and Arabs, 
77 ,^ 00 .^ 

While Manchuria has afforded the largest outlet for Japanese 
emigration, the number of Japanese residents in Manchuria in 1929 
was only about 215,000 out of a pofmlatioii of something like 30,000,- 
000. Moreover, as the table on page 304 indicates, the number 
migrating to Manchuria has been increasing but slowly in recent 
years. The hope that the Japanese once entertained of finding a really 
important outlet for population in this area has been definitely aban- 
doned. Where thousands of Japanese settle in Manchuria the Chinese 
move in by hundreds of thousands. In fact, the migration into Man- 
churia has Ix^en as high as a million a year, of which the Japanese 
account for only a few thousands. Moreover, nearly 97 per cent of 
the Japanese are in South Manchuria, that is, in Kwantung, the 

’Reid, William A., “The Immigration Situation in Latin Ameiica,” I'an Ameiican Union 
Bulletin y March, 19 









Railway zone, and the consular jurisdiction areas. The number in 
Manchuria proper is thus wholly negligible. Korean migration to 
Manchuria has, however, been considerably larger, the number resid- 
ing there aggregating in July, 1928, about 893, OCX). Of this total 
about 400,000 are located in North Manchuria.* 

Notwithstanding the efforts that have been made by the Japanese 
government to promote emigration, little success has been attained. 
The number who went abroad annually, even before immigration 
restriction laws were passed in other countries, constituted a negligible 
proportion of the increase in population. For example, in the decade 
of largest migration, 1910-19, the total migration amounted to 
155,000, as compared with a population increase of 5,849,000. The 
difficulty of the problem is indicated by the fact that the rate of 
population increase averages about one every 15 seconds (excess of 
births over deaths), and that if the entire Japanese merchant marine 
were converted into transports and devoted exclusively to the carry- 
ing of Japanese emigrants overseas, that is, to other countries than 
the nearby Asiatic mainland, it would not be adequate to carry the 
increase away from the islands. 

There remains to be considered the possibility of the colonies as 
outlets for Japanese population. The number of Japanese inhabitants 
in Taiwan in 1928 was 211,202; in Chosen, 469,043; in Karafuto, 
238,235; in the mandated islands, 16,202.'^ As an offset there has 
been a considerable reverse migration from Chosen to Japan proper. 
Census figures for 1930 are not available at this writing; but the 
census of 1920 shows 40,755 Koreans residing in Japan; while in 
1928 the number of registered Koreans, ^^casual laborers,’^ in six 
large Japanese cities was 18,675.^*' 

The explanation of the lack of migration from Japan to the colo- 
nies and to other Asiatic territories is fundamentally economic in char- 
acter. In these regions the standards of living are lower than in 
Japan. Just as American laborers on the Pacific coast could not meet 
the competition of the Japanese, so the Japanese cannot meet the 
competition of Korean and Chinese labor. As cheaper currency, where 
free coinage prevails, will drive out the dearer money, so the cheaper 

Manthmuin and Mon^olnn Yra>r Book^ I9~9, pp 
'Iht* li^fures for Kanfuio and N myo include Komnb md Tn'wuiefie 
Idel, Seishi, “1 he Unemployment Problem in Jap»n,’^ International Labor Reineto, Oc- 
tobu, 19^0, p 510 
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workman, where freedom of movement exists, tends to drive out 
dearer labor. 


IV. THE PRESSURE OF POPULATION 

The remarkable economic expansion that Japan has undergone, 
particularly during the period from 1896 to 1926, has, as we have 
seen, made it possible for the islands to support a rapidly increasing 
population at rising standards of living. Viewed superficially, it would 
seem from this fact that Japan need not be seriously concerned about 
the population problem, at least for a good many years to come. A 
more careful appraisal of the situation, however, reveals the popula- 
tion problem as one of crucial importance. 

In the first place, it is altogether improbable that Japan can main- 
tain a rate of economic expansion within the next 20 years comparable 
to that of the last 20 years. We have seen that the World War served 
as a tremendous stimulus to industrial growth, and that in conse- 
quence of easy credit and high dividend policies and earthquake 
reconstruction activities the rapid expansion continued with but a 
short interruption until 1926. The repetition of such a combination 
of stimulating factors is clearly not to be expected. 

Furthermore, the effects of an increasing population do not fully 
manifest themselves immediately. While, from the standpoint of 
mouths to feed and bodies to clothe, the results of an increase in 
population in a giv^'cn year manifest themselves to an appreciable 
extent immediately, from the standpoint of the employment problem, 
the effects are delayed from 15 to 20 years. Concretely, those born 
in the period from 1890 to 1905 did not enter the labor market until 
the period 1906 to 1920, which fortunately was a period of acceler- 
ating expansion j those born between 1905 and 19x0 typically reached 
the working age between the years 1921 and 1926 — another boom 
period; but those born between 1910 and 1915 have been entering 
the labor market since 1926, and because of the slowing down of 
economic development which began in 1926, the employment prob- 
lem has become increasingly difficult. 

Looking forward, we know that as a result of the very rapid 
expansion of population between 1915 and 1930 there will be more 
new workers annually entering the labor market than has been the 
case at any period heretofore. Indeed, since the rate of increase has 
been the highest in the last five years, the employment problem will 

307 



tend to become increasingly difficult. With the annual increase in 
population in the last five years averaging approximately 900,CXX), 
it is clear that, when making allowance for women workers, an in- 
crease in employment for something like 500,000 new workers will 
be required annually between 1940 and 1945. This is of course on 
the assumption that no change occurs in the average age at which 
workers pass out of the labor market and that there is no decrease 
in the percentage of the total population which seeks employment. 
This is a reasonable assumption under the conditions existing in 
Japan for there is an inevitable tendency for everyone to continue 
work as long as possible with a view to eking out the family budget. 
If, under the stress of competition, older workers are discharged 
prematurely in order to make places for the oncoming generation, 
the unemployment and social problem is in no wise solved. 

Those who contend that the population problem is not particularly 
serious in Japan have been too greatly impressed with the mere figures 
of production and population growth. They have failed to appreciate 
the adventitious character of much of the economic expansion of 
the period from 1915 to 1926, and have apparently been unaware 
of the deferred effects of population increase. The truth is that the 
effects of the rapid increase in earlier years were obscured by the 
abnormal business expansion of the war and early post-war period^ 
and that in the years which lie just ahead increasing numbers of 
people will annually come into a labor market which at the very best 
cannot be expected to expand at a rate comparable to that of the 
period from 1915 to 1926. 

Indeed, the effects of this unfortunate conjuncture of factors have 
been in evidence during recent years. The boom era ceased in 1926, 
and although output continued to expand in quantity terms in suc- 
ceeding years, the increase was apparently much less rapid than had 
been the case theretofore. It is not surprising, therefore, that the 
volume of unemployment, Iwth among the wage -earning and salaried 
classes, has been steadily increasing since 1926. 

The pressure of population manifests itself also in the maintenance 
of excessive numbers of workers on business payrolls. A congested 
working population inevitably results in ^^make work” policies on the 
part of labor, while humanitarian considerations, the paternalistic 
attitude of employers previously referred to, and the fear of the 
growth of radicalism if unemployment increases, have induced em- 
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ployers to maintain m army of unnecessary workers. Manufacturing 
establishments, commercial enterprises, and government offices alike 
are greatly overmanned. Two drivers are found in taxicabs, not 
because of the requirements of the taxicab but because of the pressing 
need for employment of some kind. Mention has been made in a 
previous chapter of the extraordinary number of small shops and 
retail establishments resulting from the lack of employment oppor- 
tunities in other lines. 

The possibilities of finding employment in agriculture for this 
increasing population are, as we have seen in a preceding chapter, 
very limited. When economic pressure compels the utilization of the 
limited areas now untilled, employment may be provided for a few 
million people at the most. Moreover, such employment would be 
provided at the margin of cultivation, and would furnish subsistence 
at lower rather than the higher levels which are desired. The major 
possibility for absorbing the increasing population, already destined 
to come into the labor markets in the years that lie ahead, is through 
further industrialization, to the consideration of which Chapter XXIV 
IS devoted. 
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PART IV 

PROBLEMS AND POLICIES TODAY 





CHAPTER XXI 

THE MAINTENANCE OF FINANCIAL STABILITY 

At the beginning of the modern era, Japanese statesmen, as we have 
seen, formulated a comprehensive plan of national development 
which was followed out over a period of years with remarkable 
success. Now that the nation again stands between two eras, so to 
speak, it is of paramount importance that an effort be made to take 
stock of the existing situation, to define clearly certain fundamental 
issues, and then to formulate in broad outlines a new national pro- 
gram for the future. Thi<^ will be the purpose of the remaining 
chapters of this volume. 

In a society that is financially organized and controlled the main- 
tenance of financial equilibrium is fundamental to economic stability 
and progress. Hence we begin the discussion of present-day problems 
and policies with an analysis of the condition of Japan’s finances. The 
analysis involves consideration of three closely interrelated phases 
of finance, namely: (r) currency and banking, (2) public finance, and 
(3) the international financial balance. Serious weakness in any of 
these divisions of the financial mechanism may result in general finan- 
cial and economic instability. Protracted budget difficulties, a con- 
tiiiucd drain of specie abroad as a result of an excess of international 
outgo over income, or unsound credit policies and the issue of irre- 
deemable currency will depreciate foreign exchanges and produce 
general financial instability. The currency and banking organization 
of Japan and the general trends in public finance and in international 
financial relations over a period of )'ears have lx:en described in 
Part II. It is still necessary, however, to give more specific and de- 
tailed consideration to recent tendencies and to these interrelated 
financial problems as they will present themselves in the years that 
lie ahead. 

I. THE GOLD STANDARD 

One of the most acute economic and political issues of post-war 
Japan has been that of lifting the gold embargo and returning to the 
gold standard. As the diagram on page 227 indicates, depreciation 
of the exchange was slight during the period 1921 to 1923, ranging 
from about 2 to 4 per cent. In 1924, however, in consequence of the 
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earthquake and the inflation which ensued, the yen gradually dropped 
to a low of 38.5 in December (par 49.85), averaging about 4.2 cents. 
It rose somewhat during 1925, but the average for the year was 
slightly less than 41 cents, a depreciation of approximately 18 per cent. 
In 1926 and 1927 it approached par, but fell again in 1928 and the 
first half of 1929 to a low of 44.05 cents, at which rate the deprecia- 
tion amounted to about ii per cent. The gold embargo was finally 
lifted in January, 1930, and the yen moved back to the pre-war rate. 

The fall of exchange in 1924 and 1925 was, as we have seen, 
accompanied by very active business, while the gradual rise in the 
exchange in 1926 and 1927 came at a time of financial and economic 
difiiculty. The rise to par in January, 1930, moreover, coincided with 
the beginning of the great depression. It is not surprising, therefore, 
that the policy of raising the value of the yen should have been open 
to serious attack. It has been the conviction of important sections 
of the business community that the rise of the yen has been primarily 
responsible for the business and financial difficulties of recent years. 
On the other hand, those who favored the return to par believed 
that such an act would strengthen the credit of the country abroad 
and that the resulting deflation would serve as a purgative to the 
economic and financial system and would establish a sound basis 
for future development. 

There were three possible ways in which this problem might have 
been handled. The first was to let the exchange drifts the second 
was to stabilize the yen at a new, lower level j and the third was to 
stabilize at the pre-war parity with the dollar. In analyzing the 
issues involved we must consider first the economic consequences of 
allowing the exchange to drift. The experience of many countries 
during the course of the last 200 years shows conclusively that, in 
the early stages of monetary depreciation and the accompanying rise 
of prices, business activity is stimulated. But this history also demon- 
strates conclusively that an enduring prosperity cannot be built upon 
a policy of fluctuating exchange or continuous monetary inflation, 
with the exchange steadily going lower. Experience has shown again 
and again that, after a brief interval of artificially stimulated activity, 
progressive disintegration of the entire financial and economic struc- 
ture occurs. Inflation is an opiate to the effects of which the economic 
body eventually succumbs. 

The second alternative — stabilization at a lower level — is, however, 
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another matter. In many countries, following a period of deprocia- 
tlon, the currency has, in fact, been stabilized at levels below the 
rates formerly prevailing. The French stabilization in 1927 at ap- 
proximately 20 per cent of the pre-war value exerted a great influence 
upon Japanese thought. It has not unnaturally been assumed that 
the comparative prosperity of France in recent years has l)een pri- 
marily the result of stabilization at a low level, and that had Japan 
been willing to stabilize at something like 40 cents she would also 
have been able to escape economic difHculties of recent years. In this 
connection it should be noted, however, that the rise in the value 
of the yen was very much less than the rise in the value of the franc 
prior to its stabilization. In January, 1926, the franc stood at 3*77 
cents j in July at 2,47; and in December at 3.95, the level at which 
stabilization was finally effected. This is a rise of more than 50 per 
cent, as compared with approximately 10 per cent in the case of 
the yen. Moreover, at the lowest annual rate (in 1925), the yen 
showed a depreciation of only about t 8 per cent. 

The stabilization of exchange at a lower level can, in any event, 
have but temporary advantages. For a time foreign currency will 
buy more commodities within the country of depreciated exchange, 
while on the other hand the currency of that country will buy a 
smaller quantity of foreign goods; exports cost less and hence tend 
to be stimulated, while imports cost more and thus tend to be cur- 
tailed. However, the higher costs of imported goods, particularly 
where they consist of foodstuffs and raw materials, gradually result 
in higher internal prices and rising wages. These wage and price 
readjustments serve in due course to eliminate the differential and 
to establish a new equilibrium. If this were not true any nation could 
strengthen its pt)sition at any time by the mere process of lowering 
the value of its currency — that is, provided it were not stalemated 
by similar moves on the part of other countries. 

In cases where extreme depreciation of the currency has continued 
over several years and where business and financial relations have 
become adjusted to a greatly depreciated monetary unit, a return 
to the former par of exchange is seldom possible or desirable. But 
in the case of Japan stabilization at the pre-war level was undoubtedly 
wise. The rise in value, as we have seen, was comparatively slight, 
even when measured from the low level of 1925. Moreover, the 
trade %ures do not indicate that exports were restricted or that 


3'5 



' ''k * 




S "'.I 


imports were stimiilated by the rise in the value of the yen (sec 
page 323 below)* The real misfortune was that the gold embargo 
was not lifted in 1922 or 1923, when the return to the old parity 
could have been accomplished with a minimum of price readjustment 
and at a time when large bank balances abroad eliminated all possi- 
bility of a drain of gold from the country. 

Now that stabilization at the old level is an accomplished fact, it 
would be a genuine misfortune if conditions were again to be un- 
settled by an attempt to reduce the value of the yen. Such a policy 
would mean a loss of confidence in financial circles at home, an 
impairment of the country’s international credit position, and increased 
difficulties in maintaining permanent financial stability. Vacillation 
would be the worst possible policy. 

II. THE PROSPECT FOR FISCAL STABILITY 

In order to appraise the possibilities of maintaining a balanced 
national government budget it is necessary to study in some detail 
the trend of revenues and expenditures during recent years. For the 
purpose in hand, wc need to consider only the revenue and expendi- 
ture items of the so-called general account. The diagram on page 317 
shows the trend of non-lx)rrowed revenues and expenditures for the 
fiscal years 1921-22 to 1929-30 inclusive. 

It will be seen that the trend has been decidedly unfavorable. The 
deficit has been at the maximum during the last three years. The 
fiscal year 1929-30, it will be borne in mind, ended on March 31, 
before the depression had been long under way. 

The trend of revenue from the principal sources of income for the 
fiscal years 1921-22 to 1928-29 is shown by the table on page 318.’ 

The most significant fact to be drawn from this table is that all 
of the most Important sources of income, except the income tax, have 
shown a steady increase in yield. The excise on liquors increased 
slowly j the customs duties increased rapidly, following the tariff 
legislation of 1926; the sugar excise increased slowly; and the profits 
on monopolies and the receipts from postal, telegraph, and telephone 
services have expanded considerably. It should be remembered in 
considering these figures that between 1925 and 1929 the level of 
wholesale prices declined by approximately 18 per cent. The yield 

The final accountfl of the classified revenues and expenditures for 19Z9-30 were not avail- 
able at the time of writing. 
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of the income tax, of the taxes on business profits and interest, and 
of the stamp duties has been practically stationary j while the yield 
of the land tax, the excise on textile fabrics, and miscellaneous other 
taxes steadily decreased. 

Looking forward to the next few years, and assuming business 
activity to be at something like the level of 1928-29, what may be 

TR^:ND OF Revenues and Expenditures of National Govern- 


ment, 1922-30*^ 
(General account) 
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* For djt.i on which diagram it. based, see Chap. XI, p i6i. 


expected to be the trend of revenues? Is there any prospect that 
the budget deficit might be largely eliminated through an increase 
in revenues? 

At the outset of this discussion it needs to be borne in mind that 
the substantia] decline in the general level of prices since the end 
of the fiscal year 1929 will undoubtedly affect the yield of most of 
the sources of revenue. Hence, in terms of yen, revenues are likely 
to diminish. There is, however, an obvious partial offset to this in 
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the fact that some of the government outlays will be reduced for 
the same reason. This is particularly true of many of the expendi- 
tures for military purposes and public works. It tends to be true 
also of the charges on account of the public debt, for, as money rates 
decline, it is usually possible to refund the government debt at lower 
rates of interest. For our present purposes, however, we shall not 
attempt to measure the relative effects of price changes upon the 
revenue and expenditure sides of the account. 

On the basis of recent trends, and on the assumption of a return 
to something like normal conditions, the revenues from the liquor 
excise, from customs duties, and from government enterprises should 
continue to increase slowly. Since they are indirect in character and 
are levied upon articles of nearly universal consumption, the yield 
tends to increase in something like the same ratio as the increase 
in population. An increase in rates might produce some increase in 
revenues from the income tax and from the taxes on business profits 
and interest; but expansion here is certain to be very slow at best. 
There is distinctly more possibility of increase in the inheritance tax. 
It will be seen that the yield from the inheritance tax has been increas- 
itig rapidly, and this tendency is likely to continue, inasmuch as a 
greater proportion of those who made large fortunes during the 
boom period will presumably die in the decades of the thirties and 
forties than died in the decade of the twenties. 

Attention should be directed to one potential source of revenue 
which is not now utilized by the Japanese government and which 
may prov^c to be of real significance in the future. While rates for 
telegraph, telephone, and postal services are fixed at a level which 
yields a net profit, railways, as we have seen, have not been operated 
with a view to producing revenue for the government. Railway 
passenger rates, it will lx: iTcalled, are relatively low as compared 
with those of other countries; and it has also been the policy to 
keep freight rates as low as possible, for the purpose of promoting 
economic activity. Now that the railroads have reached a stage in 
their development where expansion of mileage becomes annually 
less necessary, it may prove possible with increased economy in 
administration to produce a net revenue without increasing rates.^ 
In any event, a comparatively slight increase in passenger and freight 
rates would produce substantial revenues for the government. Such a 

See discussion in Clnip. XX III. 
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policy would doubtless be highly unpopular; but it might never- 
theless be resorted to as a measure of necessity. It should be recalled 
in this connection that in some countries government operated rail- 
ways do produce very substantial revenues. 

We conclude from this analysis of the various sources of revenue, 
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* For the detailed ligureB, see Table ^2, p 44S. 

that the budget problem of the government is not likely to be solved 
primarily by an increase in revenues. While some sources of revenue 
will without doubt gradually yield morCj there will be insistent 
pressure against tax increases. And, in fact, it is sound economic 
policy to keep the taxation as low as possible. We must, therefore, 
look primarily to reductions in expenditures for the solution of the 
budget problem. 

The trend of government expenditures during recent years is 
shown by the chart on this page. The striking fact revealed by 
this chart is the substantial decline in the expenditures for military 
purposes from the peak reached in the early post-war years. Included 
under this heading are the direct ‘^military expenses’’ and ^‘expenses 
of the Army and Navy Departments.” (See Table 52, page 448.) 
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The fiscal year 1921-22 was, m fact, the high point, when the direct 
military expenses amounted to 404,059,cx)0 yen, and the expenses 
of the Army and Navy Departments to 326,409,000 yen. In the 
year 1926-27 these were down to 292,739,000 yen and 141,509,000 
yen respectively — increasing slightly in the following two years. The 
decrease since 1921-22 is primarily the result of the Washington Arms 
Conference of 1921 and the general change In Japanese policy which 
manifested itself at that time. 

The second striking fact shown by the diagram is the continuance 
of large outlays for earthquake relief. It will be seen that the amount 
was considerably larger in 1928-29 than in the years immediately 
following the earthquake. However, the earthquake relief rendered 
in the form of the delivery of government bonds in lieu of cash 
bulked much larger in the earlier years, amounting to 38,394,000 
yen in the two years 1924-26, as compared with 4,944,000 in the 
two years 1928-30.^ 

What now are the possibilities for a reduction in expenditures? 
The first point to be noted is that the outlays for earthquake relief 
and reconstruction should show a steady reduction and be eventually 
eliminated. However, as the figures before us so clearly indicate, 
such outlays tend to persist over a period of many years. 

The expenditures for education are relatively small and are, prac- 
tically speaking, incapable of reduction. The same is true of pensions 
and annuities, which, as a matter of fact, have increased from 55,404,- 
000 yen in 1920-21 to 142,047,000 yen in 1928-29. Interest and 
sinking fund on the national debt increased during the same period 
from 112,027,000 to 285,700,000, the result of course of the con- 
tinued heavy budget deficits and of bond issues in lieu of cash during 
these years. There is some possibility of reducing this annual charge 
through refunding at lower rates of interest. Such an accomplishment 
will be possible, however, only if the budget can be brought more 
nearly into equilibrium, and provided the condition of the money 
market remains relatively easy for a period of two or three years. 
The expenditures shown on the diagram under the heading ^^other^^ 
are chiefly for general administrative purposes. These outlays have 
been fairly stationary in amount since 1921-22, rising from 471,450,- 
000 yen in that year to 483,201,000 in 1928-29. While under the 

* It uill be recalled, also, that there were lar^fe deliveries of bonds in 1927-28 and 1928-29 
as compensation to banks for losses resulting from earthquake loans. Sec Table 53, p. 449. 



stress of a program of rigid economy, some reduction in the general 
administrative outlays may be made, the total reduction will doubtless 
prove of comparatively minor significance* 

In the light of this analysis of the budget situation, it is easy to 
undei'stand why the present administration is so insistent upon the 
further reductions of military expenditures. It is this situation which 
rendered acceptance by Japan of the London Naval Agreement a 
vital necessity* It is this fiscal problem, moreover, which explains the 
continued insistence of the government that the savings resulting from 
the curtailment of naval outlays resulting from the I*ondon Agree- 
ment shall not be diverted to supplementary naval purposes. A bal- 
anced budget and tax reduction can be accomplished only if military 
outlays are curtailed. 

III. THE INTERNATIONAL FINANCIAL BALANCE 

The restoration of the gold standard at the end of 1 929 came at a 
time when the large bank balances abroad which had been built up in 
the war years had been almost completely exhausted by the continuous 
deficiency in international income during the post-war period. The 
lifting of the embargo upon gold exports and the resumption of the 
normal functioning of the foreign exchange mechanism naturally 
created, under the existing conditions, some uneasiness as to the sta 
bility of the yen. If the heavy adverse balance in the intertiationp! 
accounts should continue, the resulting outflow of gold would possibly 
lead to loss in confidence and attending financial difficulties. 

If we are to ascertain how this difficult transition period was safely 
passed and to appraise the possibilities of maintaining international 
equilibrium in the future, we must first review recent trends in the 
international balance of accounts. The chart on page 323 shows the 
income and outgo for all current international trade and financial op- 
erations from 1922 to the end of 1929. If this colonial foreign trade 
were included the situation would appear somewhat less favorable. 

It will be seen that the heaviest excess of outgo over income came 
in the years 1923-26, and that the three years 1927-29 combined 
showed a virtual balance. The change between 1928 and 1929 is ac- 
counted for by a reduction of the trade deficit to the extent of 
156573SJOOO yen and an increase in the net income from non-trading 
operations amounting to 1 9,596,000 \ en. The reduction of the trade 
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deficit is, therefore, thus far chiefly responsible for the maintenance 
of equilibrium. 

For the year 1930 the trade figures only are as yet available. The 
deficit amounted to y6, 199, 000 yen as compared with 67,62i,cxx) for 

1929- 

It is pertinent to inquire whether this reduction in the trade deficit 


International Income and Outgo, 1922 - 29 “ 



** See ApprudiJt A, pp 3(^8 und foi data. 


is attributable to factors that are likely to prove permanent. The im- 
port and export figures, shown in thousands of yen, for the last four 


years arc as follows 


Year 

Imports 

Exports 

Excess of 
Imports 

1927 

2,179,153 

1,992,317 

1 86,836 

1928 

2>I96,314- 

1,971,955 

244,359 

1929 

2,216,240 

2,148,618 

67,621 

1930 

1,546,051 

1,469,852 

76,199 
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The increase in the iiitpoft surplus in 1928 was due about equally 
to import expansion and to export decline. In 1929, as we have noted, 
the surplus was due chiefly to an increase in exports— the expansion 
being largely accounted for by increased foreign sales of cotton tissues 
and raw silk. It is evident, then, that the rising value of the yen in 
1929 did not have the expected result of curtailing exports and stimu- 
lating imports. In 1930 exports declined by 678,766,000 yen and 
imports by 670,189,000. The restoration of the yen to par at the 
beginning of the year obviously did not produce any significant change 
in the relationship between exports and imports. On the other hand, 
the world depression resulted in a great decline in the aggregate of 
exports and imports. Of the export decline raw silk accounts 
for 364,393,000 yen, and of the decrease in imports 210,925,000 is 
attributable to raw cotton. 

A series of exceptional rice crops has been of substantial help in 
the recent foreign trade situation. In 1925 the net imports of rice 
amounted in value to 116,000,000 yen. In the three years 1924-26 
tile excess of rice Imports over exports averaged 78,404,000 yen. In 
the three years 1928-30 the net imports were reduced to an average of 
22,364,000, falling as low as 13,012,000 in 1930. Inasmuch as crop 
conditions vary so markedly from time to time, however, the improve- 
ment in trade figures due to large rice crops cannot \>c regarded as 
permanent. 

About all that one may conclude from this analysis of recent trade 
trends is that the stabilization of the yen at the old level has not thus 
far adversely affected exports and that the recent improvement in the 
trade balance is to a considerable degree attributable to factors which 
may not prove permanent in character. It is probable, particularly in 
view of expanding population and food requirements, that imports 
will continue to exceed exports during the next few years, though it 
is improbable that the import surplus will approach the level reached 
in 1924-27, when the inflation period was at its height and exceptional 
quantities of materials were lx:ing imported for reconstruction pur- 
poses. 

The so-called “invisible’’ or service items of international income 
and outgo have shown some improvement In recent years. The in- 
come and the outgo from sources other than trade and specie move- 
ments from 1922 to the end of 1929 have been as follows:* 

* ^or detailed data see Appendix A, pp. 398 and 399. 



Year 

Income 

Out^o 

Net 

Income 

1922 

479,900 

325,300 

154,600 

1923 

460,720 

290,924 

169,796 

1924 

538,564 

356,606 

181,958 

1925 

549,939 

395,021 

154,918 

1926 

. 509,236 

369,222 

140,014 

1927 

518,923 

371,073 

147,850 

1928 

550,507 

389,310 

161,197 

1929 . 

600,165 

419, ?n 

180,954 

It will be seen that from 

1925 on the total 

of the outgo items has 


remained practically stable, while there has been some increase in 
the income accounts* Among the individual items on the outgo side 
government payments abroad, as a result of the liquidation of foreign 
obligations, declined appreciably* The expenditures of Japanese tour- 
ists abroad, insurance payments, and the expenses incident to Japanese 
shipping all increased, though at a slow rate. Assuming that no new 
foreign loans are contracted, it would seem that over the next few 
years the aggregate of the outgo items may be expected to increase but 
slowly,*^ 

On the income side the returns from ships and shipping® and from 
foreigners’ expenditures in Japan have increased appreciably. The 
income from insurance has increased but slightly, while interest, 
“profits and remittances,” and the miscellaneous category have re- 
mained practically stationary. Government receipts from foreign 
deposits have declined somewhat as a result of the gradual liquidation 
of foreign holdings. 

It is clear from this analysis that an increase in the excess of income 
over outgo will depend chiefly upon a possible increase in earnings 
from shipping and insurance and in receipts from foreign tourists. 
Vigorous eflPorts in both of these directions are being made on the 
part of both the Japanese government and private interests; and a 
gradual increase in the return from these sources is not improbable. 
The factor of dominant importance in the international balance, how- 
ever, will continue to be the trade situation. Every effort must be 
made to expand exports relatively to imports. The analysis of indus- 
trial and trade possibilities in the following chaptei-s will, therefore, 
be definitely related to this problem. 


ibtd. 

'rhe reader will bear In mind that these shipping earnings represent gross return. Sec 
discussion in Appendix A, pp 
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In conclusion, there does not appear to be any imminent danger 
of financial instability. While the depression and collapse of values 
have resulted in many losses and frozen credits, the reserves of the 
central bank are ample, and there is virtually no danger of a resort 
to irredeemable currency— certainly so long as the present government 
remains in power. The exchange situation presents some uncertainty, 
but any dangerous outflow of gold could doubtless be checked by 
short-term credits. 

The primary source of weakness is the government budget j and 
the outcome of the economy program cannot be foreseen as long as 
the depression prevails. In Japan as elsewhere government revenues 
have declined greatly; and efforts at economy tend to be nullified by 
the inevitable pressure for government appropriations to aid distressed 
business and to relieve human misery. The ^^no-loan program’’ of the 
government, which was instituted as a part of the general program 
of financial rehabilitation, cannot under existing conditions be alto- 
gether adhered to. 

'fhe difficult budget situation does not, however, seriously threaten 
financial stability. There is no great volume of short-term government 
obligations outstanding and the extent of the public debt, as wc saw 
in Chapter XI, is not such as to render further borrowing in the 
domestic market particularly difficult. Moreover^ the large resources 
of the Treasury Deposits Bureau could be utilized to tide the treasury 
over any temporar)/ financial strain that is likely to arise in the near 
future; and as a last resort the sinking fund provision could be tern 
porarily suspended. On the whole, therefore, the financial problem 
docs not appear to present insuperable difficulties. 
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CHAPTER XXII 

CREDIT ORGANIZATION AND INTEREST RATES 

While financial stability is a necessary foundation for a sound and 
eflFective economic organization, it is no more important than are a 
flexible and responsive banking and credit structure and an adequate 
supply of funds at favorable rates of interest. In Chapter IX we de- 
scribed the operations of the numerous types of institutions which 
together comprise the financial organization of Japan, but we post- 
poned consideration of such important issues as the control of com- 
mercial credit, the supply of long-term (capital) funds, and the rates 
of interest at which both short and long-term funds can be borrowed. 

I. COMMERCIAL CREDIT ORGANIZATION 

The two questions to be considered under this heading are, first, 
whether the supply of short-term funds is adequate for seasonal and 
cyclical business recjuiremcnts, and, second, whether machinery for 
the control of credit and prices is defective in comparison with that of 
other countries. The first can be answered summarily. 

Although banking resources are less highly concentrated in Japan 
than in most other countries, the supply of loanable funds has always 
been reasonably adequate. The gold reserves of the system as a whole, 
Including balances held abroad, have been ample, and both seasonal 
and cyclical expansion requirements have readily been met. In time 
of crisis, as in 1927, the resources of the Bank of Japan have been 
heavily drawn upon. The danger has always been that loans would 
be extended too freely, rather than too conservatively. It is in this 
connection, of course, that the problem of credit control arises. 

In most countries the central bank is in a position of strategic im- 
portance and, through the control of discount rates and the purchase 
and sale of acceptances and securities, is supposed to be in a position 
to exert a stabilizing influence on credit and prices and thus on gen- 
eral business conditions. As we found in Chapter IX, the Bank of 
Japan does not occupy so important a position in the general financial 
structure as do the central institutions of other leading countries. Many 
of the older banks do not have any deposits with the Bank of Japan, 
and, moreover, the discount or acceptance market is not well devel- 
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oped. For these reasons many students of banking have concluded 
that the credit system of Japan is peculiarly defective. 

With the implications of this conclusion the writer is not in accord. 
To give adequate consideration to the issues here involved would 
carry this discussion too far afield. It must, therefore, suffice to point 
out that, notwithstanding the more fully developed credit organiza- 
tion of other countries, no significant success has anywhere been at- 
tained in the direction of stabiliTation. With the best developed dis- 
count market in the world, the strongly entrenched and strategically 
placed Bank of England has not been able to control credit, prices, 
or business conditions. Since the development of the Federal Reserve 
System in the United States, price and business fluctuations have been 
quite as great as under the former decentralized banking system. 
Moreover, the oscillations of business in Japan in the course of the 
last 40 years have, on the whole, been less violent than those in 
countries where control is more highly concentrated. 'The prevalent 
assumption that by means of the discount rate or open market opera- 
tions central banks can automatically control credit and business con- 
ditions finds little if any support in practical experience.'* 

A greater concentration of the reserves of the country In the Bank 
of Japan is, nevertheless, desirable, because it would economize the use 
of gold and strengthen the position of the centra] bank as an emer- 
gency reservoir of credit. The further development of an acceptance 
market is also desirable, for such a market provides an important ele- 
ment of flexibility in the banking system as a whole. A change in the 
gold reserve requirements of the Bank of Japan would also be helpful. 
The present system, under which notes may be issued against gold, 
dollar for dollar, up to a maximum limit, fixed in 1899, — with no 
specific reserve requirements against deposits — is based on obsolete 
models and has long been in need of change. There should be fixed a 
minimum percentage reserve of gold and foreign exchange, com- 
puted against total outstanding notes and deposits combined.** The 
minimum might well be placed as low as 35 per cent. 

The most serious weakness of the Japanese banking system is found 
in the close relations between banking and industry on the one hand, 
and banking and government on the other. This applies equally to 

^ Foi fuithei discussion of the efforts iradc by the Fedeial Reserve System, see the author’^s 
Finanual OrgammaHon of Soaety^ Chap. XXVI (id edition). 

The Amciican system, which piovjdes a slightly different rate for notes than foi depo‘»»ts, 
has no piactical significance. 
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short-term and to longer term credit operations. Disinterested credit 
analysis is a fundamental requirement of sound banking practice j and 
such analysis is impossible where bankers make loans to concerns in 
which they themselves are vitally interested. In a similar way, too 
close relation between government policies and banking policies will 
at times lead to credit extension and credit support in cases which could 
not be justified on straight business or economic grounds. 

XL THE SUPPLY OF LIQUID CAPITAL 

The facts that capital accumulation did not begin in Japan until 
comparatively recent times and that the income of the masses of the 
people is very low suggest the possibility that economic development 
may be hampered for lack of liquid funds. In order to throw light 
on this problem, we present at this place an analysis showing the 
growth of savings in Japan, and the distribution of security holdings 
among the financial institutions of the country. 

The diagram on page 3 30 shows the amount of savings held by 
the different types of financial institutions for the years 1913, 1922, 
and 1928. The data have been especially compiled by the Bank of 
Japan. 

It will be seen that commercial bank deposits, which include “time’^ 
and “special current’’’’ but not ordinary checking deposits, comprised 
in 1928 as much as 47.5 per cent of the total. The commercial bank 
deposits comprised about 53 per cent of the total in 1913 and about 63 
per cent in 1922.'* Trust company funds have increased with great 
rapidity since trust companies were first authorized in 1922. Perhaps 
the most striking feature shown by the chart is the great growth in 
postal savings, which have been combined with post-office life insur- 
ance reserves, and in the deposits in co-operative credit societies which 
consist almost entirely of savings of people on very small incomes. 

The savings funds accumulated by financial institutions, including 
the time and special current deposits of the commercial banks, are pri> 
marily utilized for the purchase of government and corporate securi- 
ties. Accordingly, it is of interest to view the problem of the capital 
market from the opposite angle, that is from the standpoint of the 
distribution of securities. The diagram on page 331 shows the dis- 

* See <iiftcu88lon> Chap. IX, pp. 132-3'^. 

* This is exclusive of a small amount held by the Yokohama Specie Bank which, although a 
commercial bank, is classified here among the special banks. 
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tribution of security holdings among the different types of financial 
institutions for the years 1922 and 1928.® The reader will bear in 
mind that the postal savings deposits are handled by the Treasury 
Deposits Bureau. 

Distribution of Securities Among Principal Groups of 
Financial Institutions, 1922 and 1928“ 



“For the det iiJed figures, including the dlfleront classes of security holdings, see Table 8> 
p. 478. In 1928 the security holdings of the co-operative unions amounted to 6"^, 270, 000 yen 
and of the C'cntr d Hank of Co-operative Societies to 14,64^,000 yen — as compared with 
<;o, 1 17,000 for the Hypothec Bulk. '“Ihe holdings of the Mujin companies in 1928 amounted 
to 764,000 yen. 


The security investments of the commercial^ or ordinary, banks are 
much larger than those of any other financial institution, amounting 
to approximately 40 per cent of the total. The Treasury Deposits 
Bureau occupies a strong second position j in fact the investments of 

“Figures foi 191? included because some of them are not available. 
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this bweau exceed the combined holdings of savings banks and 
insurance companies. 

The total amount of Japanese government and private securities 
outstanding at the end of the calendar year 1928 was 23,503,840,CX)0 
yen* The difference between this figure and the amount held by the 
financial institutions, or 15,488,825,000, represents the total in the 
hands of Japanese investors and foreign investors. The holdings of 
the latter comprised 2,307,022,000 yen/^ The amount of foreign 
securities owned by Japanese citizens is not definitely known. The 
classification of the securities outstanding at the end of the calendar 
year 1928 is given below.’ The figures represent face value in the case 
of bonds and the amount paid up in the case of shares. 

Yen 

Government bonds , 5,799,547,000 

Local government bonds 2,050,382,000 

C’orporate debentures 4,453,745,000 

Shares of st<K'k 11,200,166,000 

In addition to these securities, there is a large volume of mortgage 
indebtedness. A computation made by the Hypothec Bank estimated 
the amount outstanding at the end of 1922 at 4,130,27^,000 yen, and 
at the end of 1927 at 4,885,546,000. Of this total, 2,493,615,000 yen 
represented agricultural mortgages and 2,391,931,000 yen other mort- 
gages. These mortgages are in large part held by the mortgage bank- 
ing institutions. 

It is apparent from this analysis that the domestic supply of liquid 
capital has grown rapidly during the course of the last two decades. 
This has been true notwithstanding the fact that bond houses have not 
been developed — securities being distributed chiefly by the commercial 
banks — and that the range of stock market operations is comparatively 
restricted. An unusually large proportion of the total volume of out- 
standing securities is held by the financial institutions. The investments 
of the general public tend to be indirect in character, that is, In the 
form of postal and other savings deposits and insurance. 

The important role played by commercial banks in the long-term 
capital market requires some further consideration. In the case of 
Japan the development of capitalistic enterprises would undoubtedly 
have been greatly hampered had not the commercial banking insti- 
tutions been large purchasers of securities. According to traditional 

” Set Appendix A, pp. '^79-80. 

Compiled by the Bank of J ipan. 
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banking theory, particularly in Great Britain and the United States, 
commercial banks should confine their loans to short-term commercial, 
or marketing purposes* The purchase of securities by a commercial 
bank is regarded as unsound practice, creating an unliquid condition 
of bank assets. 

Space does not permit of any detailed consideration of this issue* It 
must suffice to point out that the practice of the Japanese banks in 
this connection is in conformity with that of the banks of other coun- 
tries. Contrary to prevalent assumptions, the banks of the United 
States have always utilized a substantial proportion of their funds, 
directly and indirectly, for the development of fixed capital. The trend 
in all countries, even in Great Britain, has moreover been increasingly 
in this direction during the last 25 years. 

The view that short-term commercial notes of customers are more 
liquid in time of financial strain than are collateral loans or bonds 
finds no support in practice. Indeed, commercial paper of customers 
as much less liquid than “listed” bonds; for the “valued customer” 
must be carried along while the bonds can be sold on the exchanges. 
With a well developed discount market, however, bank acceptances 
may also to some extent be liquidated. In time of crisis funds cannot be 
obtained by requiring the payment of loans; they can only be pro- 
cured through the sale of assets in the market, or through borrowing 
from other financial institutions, particularly from the central banks.* 

III. HIGH MONEY RATES 

The prevailing high interest rates are a striking feature of the 
Japanese money market. These high rates are found in connection 
with all classes of loans and investments. Moreover, the rates paid 
on deposits by the various types of financial institutions are exception- 
ally high as measured by occidental standards. The essential facts as 
to interest rates are shown by the following data, which have been 
compiled from official sources by the Bank of Japan. 

The official discount rates of the Bank of Japan from 1909 to 1930 
ranged as follows: on collateral loans, from 4.75 per cent to 8.76 per 
cent,® and on commercial bills, from 4.75 to 8.03 per cent. The discount 
rates charged by the member banks of the Tokyo Bankers Association 

*For an extended diBcussion of this problem, see the authm’s “('ommt rdal Banking- and 
Capital Formation,” Journal of Poltfnal Economy, |une> 1918. 

Japanese montv rates arc quoted per diem per 100 ycn» and couver!>ioii to percentage per 
annum gives odd figures. 
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ranged between 1909 and 1930 from 5.81 to 1043 centj and the 
average for the ten years 1919 to 1928 inclusive was 8.94 per cent. 
The lowest yearly average for discount rates was 7.55 per cent in 1919, 
and the highest was 1043 1920, The interest rate on time 

loans ranged from 7.05 to 10. ii per cent, averaging 946 per cent 
during the ten years 1919 to 1928. In a period of business reaction, 
such as that of 1929-31, the rates decline somewhat, but the fluctuations 
tend to be less than those in the United States. 

The interest rates charged by the Hypothec Bank may be used to 
illustrate the situation with reference to ^intermediate’’ loans. Interest 
on unsecured instalment loans to public bodies for the period between 
1909 and 1930 has ranged from 6.5 to 7.6 per cent, while that on 
instalment loans secured by mortgages on land and other properties 
has ranged from 7 per cent to 8.8 per cent, the average rate from 1922 
to 1929 having been about 8.5 per cent. Time loans of all classes have 
commanded from 7.2 to 8.1 per cent. The yearly average loan rates 
charged by all the cooperative credit societies have ranged between 
1909 and J928 from 9.93 to 12.76 per cent. 

The yields on bonds and corporate debentures arc correspondingly 
high. From 1921 to 1930 the yield on government bonds ranged from 
5.39 per cent to 5.98 per cent^ on municipal bonds (8 classes) from 
5.85 to 7.62 per cent; and on corporate debentures (20 classes) from 
6.42 to 8.97 per cent. 

Speaking generally^ these loan rates run from 2 to 4 per cent ateve 
the rates for the same classes of loans in the United States. The dis- 
parity in the rates charged by commercial banks is the greatest. 

Turning now from rates charged to borrowers to rates paid to 
depositors, we find a similar high level. The rates on time deposits, 
fixed by agreement among the Tokyo clearing-house banks, have 
ranged between 1909 and 1929 from 4 to 6.8 per cent — the average 
being above 5 per cent. Rates on current deposits have ranged from 
1. 10 to 4.02 per cent. The rates paid on postal savings deposits were 
fixed in March, 1906, at 5.04 per cent; in April, 1910, at 4.20; and in 
April, 1915, at 4.80. 1 'hey stood at this high level until October, 1930, 
when they were reduced to 4.20 per cent. The deposit rates paid by the 
co-operative credit societies change annually, and have ranged between 
1909 and 1928 from 5.92 to 6.68 per cent. The average deposit rates 
for all savings banks in Japan have run in the last nine years from 
4.5 to 5.1 per cent. The ‘dividends” on trust funds allowed by trust 
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companies have ranged since 1924 between 5.16 and 7,2 per cent* 

It will be seen that the rates on savings deposits commonly run from 
1.5 to 3 per cent higher than those paid on savings accounts in the 
United States. Moreover, the spread between deposit rates and loan 
rates is somewhat greater in Japan than in the United States. 

The reduction of interest rates should be made a primary objective 
in a program of reconstruction and expansion. The existing rates im- 
pose a severe handicap upon Japanese industry. Japanese companies, 
l)ecause of their relative youth, and also, as we shall see, because of 
the failure to build up ample surplus funds, are under the necessity 
of borrowing a large part of their working capital. High interest rates, 
therefore, constitute a very important element in the cost of produc*- 
tion and serve as a material handicap to Japanese enterprise in meet- 
ing foreign competition. 

The prevailing high level of rates does not appear to be due to 
fundamental economic conditions existing at present. They are rather 
a survival from the earlier years of the modern era when the country 
possessed no adequate supply of loanable funds. It will be recalled 
that, at the beginning of the Meiji era, Japan possessed no money mar- 
ket, and that the first loan floated by the national government was a 
foreign loan bearing an interest rate of 9 per cent. Throughout the 
first two or three decades the supply of capital remained so small that 
the cost of borrowing by lK)th public and private enterprises was in- 
evitably high. In the light of these very/ high loan rates, it was not 
surprising that those on savings deposits should also have been fixed 
at a high level. And, once these high rates, both on loans and 
on deposits, becaine habitual, the structure of rates was difficult to 
change. 

In fact there exists a vicious circle through which it is not easy to 
break. How can rates on loans be materially reduced as long as rates 
on deposits remain high? And with time loans bearing 8 or 10 per 
cent interest, how can bond yields be expected to be as low as 6 per 
cent? And if bonds yield 7 or 8 per cent, must not dividends be still 
higher in order to attract more speculative investments? To start the 
process of downward revision all along the line by reducing the rates 
on deposits also presents difficulties because of the competition for 
funds among the various types of financial institutions. The commercial 
banker cannot well reduce his rates on time deposits unless trust com- 
panies and savings banks do likewise. Moreover, the private savings 
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banks cannot reduce their rates as long as those paid by the govern- 
ment on postal savings remain so high. 

The government is in a position to take the lead in breaking through 
this circle by establishing substantially lower rates on postal savings 
deposits and on loans by the Bank of Japan. In fact, reductions of 
importance have been made since October, 1930, but both postal 
savings deposit and Bank of Japan loan rates are still high in com- 
parison with similar rates in other countries. Rates on other types of 
deposits have also been reduced somewhat. The drastic deflation of 
the last two years makes the present a most propitious time for the 
establishment of substantially lower schedules. 

If the interest on savings deposits generally should be reduced by 
something like 2 per cent, it is evident that there could be a correspond- 
ing reduction in the rates on loans without lessening the margin of 
profit of financial institutions. It should be possible, however, to make 
some reduction in loan rates even though no reduction were made in 
the rates on deposits. As we have already seen, the spread between 
these two is relatively wide in Japan. The earnings of banking insti- 
tutions have been relatively large. The dividend rates of the five 
‘^big banks” for the period 1919-29 average 11.95 per cent, and for 
the last three years 9.8 per cent. The average for all commercial banks 
from 1919 to 1928 was 8.35 per centj though for the two years 1927 
and 1928 (1929 figures are not available) the average was only 7 
per cent.^^ Given a return to normal conditions, it would seem that 
the rates on bank loans might be scaled somewhat without any serious 
effect upon the financial condition of the banks. 

The question whether such a reduction in interest rates would not 
serve as a deterrent to saving on the pari of the public, and thus 
result in more harm than good must, however, be raised. It is im- 
possible here to submit any evidence with reference to this issue. It is 
the view of an increasing number of economists, however, that the 
aggregate volume of savings is not greatly affected by money rates. 
Some people might be inclined to save less if the interest rate on 
deposits were reduced from 5 to 4 per cent 5 but many others would 
feel that they must save more because larger savings would then be 
required to yield the same income from capital accumulations as 
before. 

In this connection it should also be pointed out that a reduction in 

“Jor figures sec Table 86, p. 479. 
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the mte of interest on postal savings and other deposits might tend 
to stimulate savings on the part of the public in the form of invest- 
ments in securities. The investment market for high-grade bonds, 
as we have seen, has never been well developed in Japan, and this 
may be explained in part by the exceptionally high rates on savings 
accounts. A reduction of interest rates on deposits would make the 
alternative of bond investments relatively more attractive j and thus 
the income derived from savings would not necessarily be greatly 
reduced. 

In concluding this discussion attention must be given to the inter- 
national aspects of the problem. If Japanese interest rates were 
lowered as suggested, might there not be a flow of capital out of Japan 
which would produce serious consequences? In countries where tem- 
porarily high interest rates have attracted a large volume of short- 
term credits from abroad, a decline in interest rates is promptly fol- 
lowed by an outgoing flow of funds — money seeking the markets 
where rates are highest. Our analysis of Japanese investments has 
revealed, however, that the Japanese short-term money market is 
comparatively isolated. There is no appreciable volume of short-term 
loans flowing in from foreign countries nor do the Japanese them- 
selves invest largely in short-term credits abroad. The loans con- 
tracted by Japan are chiefly long-term obligations and the investments 
made by Japanese abroad are principally in the form of direct par- 
ticipation in foreign enterj^rises. If the flow of capital were to be 
affected, it would have to be, therefore, mainly in connection with 
long-term bond issues. 

It is possible that if the interest rates were lowered, Japanese bond 
issues would be regarded by foreigners as relatively less attractive, and 
some of them might possibly be liquidated for this reason. But, on 
the other hand, it is not improbable that a general reduction in interest 
rates in Japan and a resulting rise in the price of outstanding bonds 
would be interpreted as evidence of a sounder credit situation and of 
an improved competitive position. 

It remains to point out that a reduction in interest rates would also 
prove of great importance in helping to solve the difficult budget prob- 
lem of the government. During the years of inflation when interest 
rates were at the highest government bonds not only bore a high rate 
but they were usually marketed well below par. A lowering of the 
general level of interest rates would mean, after conversion operations 
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were successfully completed, a reduction of perhaps one-fourth in the 
charges attributable to the public debt. Since these charges constitute 
over 15 per cent of the total expenditures of the national government, 
it will be seen that this reduction is of vital Importance from the stand- 
point of public finance. 

IV. CORPORATE FINANQAL POLICIES 

Closely related to the problem of interest rates are the dividend 
policies of corporations. It has been the general practice to maintain 
very high dividend schedules. The rapid development of corporate 
enterprise occurred, it will be recalled, during a period of extraordinary 
expansion; and it was natural that the stockholders should desire to 
participate to the fullest possible extent in the golden stream of profits. 
In the expectation that such earnings would continue indefinitely, cor- 
porations formed the habit of paying nearly everything out in divi- 
dends, rather than accumulating reserves. The amount of dividends 
paid during the war years in nearly every line of industry is almost 
unbelievable. The annual dividends for selected companies, compiled 
by the Oriental Economist^ show such percentage rates as the fol- 
lowing: 



1916 

1917 1918 

1919 

Spinning companies 

26.0 

44.2 60.2 

58.6 

Paper mills 

16 7 

21.2 26.3 

27 9 

Flour mills 

12.2 

12.6 23.5 

33.6 

Mining companies 

19.0 

19.7 19 8 

23.6 

Sugar manufacturing (onipanies 

13.0 

28 8 22 4 

30.3 

Maritime (ornp.iniLs 

30-S 

44.6 50.7 

51.6 

Many companies continued to pay rates of from 30 to 40 per cent 


in the post-war period, though, since 1927 the level has been materi- 
ally reduced. The table on page 339 shows the dividends of all corpora- 
tions in the leading divisions of economic activity from 1922 to 1928 
inclusive. 

It is the universal opinion of foreign business men familiar with 
Japanese conditions that such rates as these have not been economically 
justified. It is also conceded by Japanese bankers, business men, and 
economists that the payment of such high dividends has been unwise — 
though appearing to be necessary as a practical matter, because of the 
insistence of voting stockholders. The policy has been unfortunate be- 
cause dividends have been paid at the expense of adequate depreciation 
accounts and reserves. Available data do not permit any precise pres- 
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entation of the facts as to depredation and reserve accounts j but k 
is undoubtedly true that to a considerable extent dividend payments, 
particularly In recent years, have been made out of capital rather than 
out of real earnings. Indeed, cases have been died to the writer in 
which dividends were paid from the proceeds of bank loans. 

Under the methods of financial accounting commonly employed, 
not only has insufficient provision been made for depreciation and 
reserves, but the accounts in general are commonly inadequate and 
confusing, and, according to reports, often positively misleading. So 
great have been the abuses and so lax have been the corporation laws 
pertaining to accounting practices, that the matter has recently been 


Corporate Dividends in Leading Lines or Activities, 1922-28* 
(In percentages) 


Year 

Manufac- 

turing 

Industry 

Electric 

Industry 

1 

Domestic 

Trade 

Foreign 

Trade 

Insur- 

ance 

1922 

8 6 

9 0 

5 0 

2.5 

IS 3 

1923 

7.4 

8.3 

3 9 

2.7 

34,6 

1924 

7.6 

8 8 

4 2 

2.7 

33 4 

1925 

7 9 

8 9 

3 1 

2.3 

13.4 

1926 

7 5 

8 9 

3 1 

3.1 

13.5 

3927 

6.8 

7 7 1 

4.0 

L6 

33.1 

1928 

7 1 

8 3 i 

47 : 

4.0 

13.6 


* Japanese Department of Commerce and Industry, Company Statistics, 


made the subject of careful study by an influential group of Japanese 
citizens. A bill for a new corporation law has been drafted by a com- 
mittee of the Chamber of Commerce of Tokyo, numbering about 30, 
with the co-operation of four professors from Tokyo Imperial Uni- 
versity, one justice of the Supreme Court, the Comptroller of the 
Currency, and the President of the Society of Chartered Accountants. 
This committee has given thorough consideration to such corporate 
practices as the following: ( i ) the payment of dividends out of capital ; 
(2) the use of capital funds in stock market speculation; (3) the pay- 
ment of large bonuses or rewards to directors and auditors; {4) the 
payment of immoderate dividends; (5) the misfeasance of directors 
and auditors; (6) unreasonable appreciation of assets; (7) close rela- 
tion to political parties; (8) failure to provide reserve funds; and (9) 
inadequate depreciation accounts. 

The economic results of such corporate policies are for the time 
being beneficial. They give to the receivers of dividends large profits, 
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which are available for expenditure, or saving, and which tend to 
stimulate business activity. In the long run, however, such policies 
have very serious consequences. The failure to provide adequate re- 
serve funds obviously means heavy financial losses in time of depres- 
sion. Of even greater importance is the failure to make adequate pro- 
vision for depreciation; for this means that antiquated and obsolescent 
machinery must continue to be used Jong after it has ceased to be 
economical. Japanese industry is severely handicapped today because 
of the short-sighted financial policies that were pursued during the era 
of expansion.^ ^ Fortunately, there has been a growing recognition of 
this fact during the last two or three years, and a more efficient and 
prudent management may be expected in the future. 

Great emphasis havS been placed in this chapter upon the necessity of 
reducing the rate of interest, because of its relation to the problem of 
foreign competition. If Japan is to be successful in meeting foreign 
competition, in foreign, as well as in her own markets, every effort 
must be made to reduce costs. A reduction in wages is undesirable in 
view of existing standards of living; and it would doubtless increase 
social and political unrest. The alternative of lowering costs by means 
of a reduction of interest rates, however, involves no direct labor 
difficulties and can be carried out successfully, provided government 
officials and private banking interests will work in co-operation toward 
this end. 

The nnchtnen .and t'tjtupment j*; oiig^inallv in J ipancst plants his also often 

been of nioic oi less antiquated models See Oichard, John h , hipau^ Ftonumn PuMlion, pp. 
24«J-48. 



CHAPTER XXIII 


THE CO-ORDINATION OF TRANSPORTATION 
DEVELOPMENT 

Every important period of economic prosperity appears to be based 
in no smaJl degree upon the rapid development of some particular 
part of a nation’s economic equipment. For example, in the United 
States, in explanation of significant periods of expansion, economic 
historians refer to such events as the opening of the Mississippi Valley, 
the transportation era, the development of manufactures, and the 
growth of the automobile industry. In Japan, as wc have seen, the 
periods of rapid growth have accompanied the opening of the country 
to foreign trade, the growth of transportation and of manufacturing 
following the wars with China and Russia, the foreign trade boom 
of the World War period, and the development of new manufactur- 
ing industries, public utility enterprises, and public works in the 
post-war periods. 

If Japan is to provide employment for her rapidly increasing popu- 
lation, it will be necessary to utilize to the full every economic possi- 
bility that may exist. The two principal opportunities for further 
expansion appear to be in connection with the development of an 
efficient modern system of public highways and in the further indus- 
trialization of the country. The significance of an extensive system of 
public roads, properly co-ordinated with other forms of transporta- 
tion, will be discussed in the present chapter, while the possibilities of 
further industrialization will be reserved for Chapter XXIV. 

We found in the chapter devoted to transportation development 
that Japan now has an extensive railway transportation system, the 
trunk lines of which have been constructed chiefly by the government 
and the spur lines, or local feeders, by private enterprise. The public 
highways, on the other hand, we found to be on the whole primitive 
in character and entirely inadequate to the nation’s needs. In fact, the 
progress noted in other lines of economic development is conspicuously 
absent in the case of public roads. Not only are there few hard sur- 
faced highways, but the roads arc of a heterogeneous character and 
there is no well co-ordinated system. The public roads, as we have 
seen, have been constructed under national, prefectural, and municipal 
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auspices j and it Is an interesting fact that, in a country where the na- 
tional government has played in general so large a rSlc in the develop- 
ment of the country, national roads at the end of 1 927 amounted to 
a total of only 5,118 miles as compared with 55,498 miles of pre- 
fect ural highways.^ 

There is in this field of internal development, therefore, an oppor- 
tunity of great economic significance to the country generally. The 
present time is, moreover, a particularly propitious one for planning 
not only a unified highway system, but also a co-ordinated general 
transportation policy. In the first place, it is an opportune time for 
considering highway development in conjunction with the further 
extension of railway lines. The main trunk and branch lines of the 
railway system have been pretty well developed; but large additional 
expenditures, both by the national government and by private enter- 
prise, are being made annually for extensions into areas which have 
not hitherto had adequate transportation service. It is highly probable 
that many of these additional lines cannot be economically justified 
in the light of prospective traffic, and that the money might much 
better be expended on highway construction. So long as the administra- 
tors of the railway system have no responsibility to consider the rela- 
tionship of railways to other forms of transportation development, 
there will be an inevitable tendency to continue the indefinite extension 
of the railway net, without giving sufficient attention to the economic 
necessity therefor. In fact the restriction of further railway develop- 
ment in Japan is a matter of particular importance because the topogra- 
phy is such as to necessitate numerous tunnels and other costly engi- 
neering works. 

Since Japan is still in the early stages of automobile and highway 
development, it is not too late to forestall the enormous losses which 
other countries have sustained for lack of a comprehensive co-ordinated 
national transportation policy. It may be recalled in this connection 
that in the United States nearly all of the interurban electric railways 
that were constructed a quarter of a century ago have become bankrupt 
because of changing transportation conditions, and that numerous 
spur or branch railway lines have been abandoned, while many others 
are no longer remunerative. 

Japan is also in a sense fortunate in that no large amount of money 
has as yet been wasted upon indiscriminate highway development. It 

'See table, Chap V, p. 68. 



is, therefore, possible at the present juncture to plan a national system 
and also to utilixe the most efficient and economical types of road con- 
struction. The truth is that a revolution in highway engineering has 
occurred in recent years and that Japan is in a position to profit from 
this experience and to construct a highway system at but a fraction of 
the cost that might have been incurred earlier. 

The new processes of road building to which reference is here made 
involve the utilization of existing road-beds rather than a complete 
rebuilding of foundations. The typical American process with Ameri- 
can roads involves the removal of the existing road-bed and the laying 
of a deep foundation either of crushed rock or concrete. This method 
has also been followed in Japan with the hard roads heretofore con- 
structed. 

The newer methods involve a very simple principle — that of utiliz- 
ing existing road foundations and binding the surface by means of a 
materia] known as cold liquid emulsified asphalt. This material has 
been used for some 20 years, but it is only within the last few years 
that it has been perfected. In brief the process involves a thorough 
disc harrowing or scarifying of a gravel base and the application of a 
twoinch top of emulsified asphalt. The cost, where a road base exists 
is generally speaking something like a quarter of the cost of other 
road construction. It gives a hard, smooth, dust-free, waterproof, and 
non-skid surface. Moreover, the cost of maintenance is relatively low. 
It has already been proved successful in Europe and in a number of 
American states, particularly California, Idaho, and New Mexico. 

Utilization of this method in particularly feasible in Japan. Most of 
the existing highways have been extremely well compacted as a result 
of many years of traffic. Some of the roads indeed are many hundreds 
of years old and these provide extraordinarily solid foundations. Even 
the local roads, as a result of numerous applications of gravel, typically 
have good foundations. Another advantage in a country of heavy rain- 
fall is that the material can be applied in wet weather. Engineers esti- 
mate that at a cost of somewhere from 10, 000 to 15,000 yen per mile 
Japanese roads 18 feet in width could be constructed by this process. 
Except for the major trunk lines, a width as great as this is not re- 
quired. 

It goes without saying that the carrying out of a comprehensive 
program of road construction would cost a great deal of money. For- 
tunately, only a portion of the outlays would constitute a net addition 
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to expenditures that would be made in any case. Large sums are ap- 
propriated each year by national, prefectural, and local governments 
for roads of miscellaneous character and high cost. If these resources 
were pooled and utilized as here suggested, they would go several 
times as far as would otherwise be the case. Moreover, if the further 
extension of the railways were restricted, the savings effected by the 
railway administration would render available large resources for 
highway development. 

If the program were to be expeditiously executed, it would, how- 
ever, without doubt require the utilization of government credit. 
Loans for such a productive development would, however, be eco- 
nomically justified. The case is similar to that of railway and public 
utility development, though unless tolls were charged the public 
treasury could not expect to receive direct returns from the enterprise 
— the benefits being entirely indirect in character, 

A number of economic advantages, other than the employment 
afforded, would result from the development of an efficient system of 
public roads. In the first place, it would directly increase economic 
efficiency in general. Next to the reduction of interest rates, no other 
single accomplishment would in the long run exert so universal an 
influence in the direction of kwering production costs. 

The development of a good highway system would, in the second 
place, do more than anything else to increase the tourist trade. Because 
of the widespread interest in Japanese life and culture, as well as 
because of the surprising beauty of the country, Japan is particularly 
fascinating to the tourist. With Tokyo only twelve days distant from 
New Ifork a trip from the United States to the Orient has become as 
quick and as easy as was a journey to Europe two decades ago. Good 
roads, and improved hotel accommodations, would make Japan a 
Mecca for the traveller. 

It is also possible that with the development of good roads and the 
wider use of the automobile Japan may be able to develop automobile 
manufacturing, particularly of trucks and cars for commercial use. 
The fundamental requirement is a market of sufficient size to permit 
mass production and the economies incident thereto. It is inevitable 
that in the course of years Japan will make an extensive use of the 
automobile, particularly for commercial purposes. The lack of horses 
and the relatively high cost of local railroads make truck transporta- 
tion relatively more necessary in Japan than elsewhere. It is, there- 
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fore, of fundamental importance that the next economic achievement 
of the country be the development of a nation-wide system of pub- 
lic highways, properly co-ordinated with the railway transportation 
system. 

The development of a co-ordinated national transportation system 
such as has here been briefly sketched can be carried out only under 
the leadership of the national government. It would be as impossible 
to obtain an adequate national system of highways through the inde- 
pendent action of national, state, and local governments, as it 
would have been to develop an effective railway transportation system 
in that way. Whatever the distribution of the costs may be, national 
planning and direction of a road building program is a fundamental 
necessity. As has been intimated above, it is essential also that such 
a program be closely articulated with the further development of 
railroads — perhaps through the establishment of a department of 
transportation. Because of its vital significance to the entire economic 
organization of Japan, such a program of internal transportation 
development constitutes a definite challenge to constructive statesman- 
ship. 
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CHAPTER XXIV 

INDUSTRIAL POTENTIALITIES 

Japan’s capacity to find employment for her rapidly increasing 
population depends in large measure, as we have already indicated, 
upon the possibilities of further industrialization. It is conceivable that 
a great future increase in population might be supported from manu- 
facturing activities — the increasing importations of foodstuffs being 
paid for with exported manufactured commodities. We must accord- 
ingly seek to determine Japanese possibilities in this direction. 

At the outset of the discussion it is necessary to consider the validity 
of a prevalent view that an abundance of natural resources in the form 
of raw materials is essential to the development of extensive manu- 
facturing activities. Concretely, it is often argued that Japan, in con- 
sequence of the relative paucity of raw materials, cannot hope to play 
an industrial role in the Orient in any wise comparable with that which 
England has so long played in the Occident, or which the United 
States has played in more recent years. The industrial supremacy of 
these countries is held to be primarily attributable to the existence of 
abundant natural resources, particularly coal and iron ore. 

While the possession of raw materials is undeniably of importance, 
it is not indispensable to the development of industry. It must not be 
forgotten that both England and the United States import consider- 
able quantities of iron ore, and that the great textile industry of Great 
Britain and the rubber industry of the United States have been de- 
veloped entirely upon the basis of imported raw materials. Germany 
is not well endowed with natural resources and yet has succeeded in 
developing an exceptionally high degree of industrialism. The iron 
ore required is obtained from nearby sources, but manganese, copper, 
rubber, wool, cotton, silk, and other raw materials come from distant 
sources of supply. Germany pays for these imported materials — and 
also for a considerable part of the food supply of the urban population 
— by means of the export of manufactured commodities. The increas- 
ing population has earned a living from the profits of the fabrication 
process. Italy and Switzerland are even better examples of nations 
which have developed industrially without having either agricultural 
or mineral resources of much account. Imported food and raw ma- 



I 


teriak are paid for largely with the proceeds of fabricated products of 
relatively high value* 

The mere fact, therefore, that Japan is not richly endowed with 
raw materials cannot be regarded as an insurmountable bar to indus- 
trialization, at least along certain lines. While the possession of natural 
resources within a nation’s own borders, or in its colonies, is of vital 
significance from the standpoint of independence in time of war^ it 
is otherwise of comparatively little importance. If a nation which im- 
ports materials can manufacture goods as cheaply, transportation costs 
included, as they can lx; produced elsewhere, and if there are important 
market outlets abroad for the finished products, profitable industrial 
enterprise may be developed. It is evident, however, that where raw 
materials have to be imported the export market for finished products 
is the more important. 

Before attemptitig to gauge the possibilities of further industrializa- 
tion, it will be useful to recall to what extent Japan is in fact dependent 
upon imported raw materials. As we found in Chapter IV, she has 
sufficient quantities of coal and copper for her own needs; but coking 
coal is definitely limited in quantity. Moreover, considerable quantities 
of coal are imported from Chosen, Manchuria, and China because it 
is cheaper than the domestic product. For the same reason Japan im- 
ports considerable quantities of copper. Local supplies of all other 
minerals, including iron ore and petroleum, are insufficient for the 
country’s requirements even at present. Nor does Japan produce cot- 
ton, wool, rubber, or hides. Even lumber and wood pulp have to be im- 
ported in considerable quantities. 

On the other hand, Japan possesses a great resource in raw silk. 
Moreover, she produces the materials which enter into the manu- 
facture of porcelain and earthenwares, glass and glassware, cement, 
lamps, menthol, and a miscellany of other items which are shown in 
the tabic on page 349. The important brewing, chemical, and wood 
working industries arc also based primarily upon domestic raw materi- 
als. Finally, she has a comparative abundance of cheap water power. 

I. THE LINES OF GREATEST PROMISE 

In endeavoring to ascertain the possibilities of further industrialism 
in Japan, two possible methods are available. The first is to make 
direct cost comparisons with a view to determining whether Japan 
can compete with Germany and England, for example, in her own 
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or in foreign markets in commodity X, Y, or Z. If accurate and com- 
parable cost figures could be obtained, including not only the manu- 
facturing cost proper but selling and transportation expenses as well, 
this would be the best method of ascertaining competing possibilities 
in the several lines. It is, however, impossible to procure the necessary 
data from which to make detailed cost comparisons,’ 

Wc must, therefore, resort to a second method, namely, that of 
testing possibilities by recent competitive trends. After all, the selling 
price in the market over a period of years must cover costs and yield 
a profit if the enterprise is to be successful. Hence, if we study care- 
fully the growth of Japanese exports in the competitive markets dur- 
ing recent years, we shall have as valid an index of competitive possi- 
bilities as can be obtained. We place our emphasis upon the growth of 
exports of manufactured commodities rather than upon the possibilities 
of the domestic market merely, for two reasons: first, because the 
domestic market may be protected from foreign competition; and 
second, because it is only through the expansion of exports of finished 
commodities that Japan can pay for imported raw materials and the 
increasing volume of food imports that will be required in the future. 

We present first a table showing the growth of exports of the prin- 
cipal manufactured commodities for the years 1923-29 inclusive. In 
view of the fact that the level of wholesale commodity prices fell ap- 
proximately 17 per cent during this period, the growth is understated 
to approximately that extent. 

The most striking fact revealed by this table is the overwhelming 
importance of textile products, particularly cotton manufactures. Cot- 
ton goods accounted for about 50 per cent of the principal manu- 
factured exports in 1929, silk manufactures for 15 per cent, and cloth- 
ing for 7 per cent. While the exports of cotton manufactures have re- 
mained relatively stationary in value, silk manufactures and clothing 
have shown a very substantial increase. 

The second significant fact is that whereas the exports of cotton 
tissues, knitted goods, and yarn have remained relatively stationary in 
volume in recent years exports of numerous other commodities have 
increased rapidly and have come to have a large aggregate importance. 
The largest gains are to be noted in paper and paper manufactures, 

' Numerous students have endeavoied to make cost comparisons, but none of these compu- 
tations Include all of the elements of cost. Moreover, the estimates that have been made of 
relative wa^c costs and of the relative efficiency of plant and equipment are far from con- 
clusive. 
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wheat flour, comestibles, cement, toys, jewelry, vehicles, and lamps. 
Exports of matches/ plaits for hat-making, menthol, toothbrushes, 
and umbrellas are the only commodities which show an appreciable 
decline. 

In this table we have not included the exports of manufactured 


Growth of Principal Manufactured Exports, Japan Proper, 1923-29* 
(In millions of yen) 


Commodities 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

Cotton manufactures^. 

334.5 

458.2 

586.9 

513.0 

451.7 

411.4 

476.2 

Silk manufactures® 

95 5 

131 5 

123.3 

137.9 

145.5 

139.3 

154.4 

Clothing^ 

27.4 

29.2 

42 8 

40.8 

44.0 

54.7 

71.0 

Pottery 

23 5 

25.4 

35.3 

33.2 

30.5 

34.6 

.57.0 

Paper and manufactures 

20 5 

20.8 

26.0 

24.9 

26.5 

32.1 

33.3 

Refined sugar ... 

14.7 

28 9 

32 3 

34,0 

28.9 

38.4 

.30.0 

Wheat flour 

1 4 

1.9 

13,9 

19.7 

14.3 

24.7 

26.8 

Comestibles'. . 

6.1 

8.0 

13.6 

15 9 

19 5 

23,0 

25.7 

Aquatic products. . 

19.9 

22.5 

22 6 

22 7 

20 0 

17.4 

22.3 

Iron manufactures 

11,4 

12 8 

21 3 

19.6 

19.0 

13.7 

15.2 

Toys , . 

7.1 

8 3 

10.8 

10.9 

10.5 

n.o 

13.9 

Machinery and parts 

8.8 

9.5 

9.5 

8.5 

11 0 

10.6 

13 6 

Glass and glassware 

10 1 

12.7 

17 3 

14.3 

16 6 

12 9 

13.2 

Lamps and parts 

4 2 

5.1 

6 2 

6.6 

6.9 

8 4 

9.5 

Jewelry 

4 4 

4.5 

5 3 

4.0 

4.0 

8 0 

9.2 

Cement . 

2 0 

2.4 

4.3 

4.9 

7.1 

6.9 

9.2 

Buttons . . 1 

7.3 

9 0 

8.7 

8 5 

9.9 ! 

. 7 7 

7.2 

Shooks . . ' 

3 6 

4 0 

6.4 

7.3 

5.3 ! 

5 2 

6.4 

Vehicles and parts. 

1.6 

2.4 

3 5 

7 4 

5.0 

5.0 

6.4 

Rubber tires 

3 9 

3 2 

9 5 

4.7 

4 9 

5 7 

6.3 

Electric lumps 

1 3 

1 8 

2.2 

3.0 

3 2 

4.5 

5 4 

Menthol 

3 5 

7.8 

12.5 

10 0 

4.9 

3 9 

5.2 

TMaits for hat-making . 

10 0 

9.2 

12.3 

10.3 

8.4 

4 7 

5.2 

Isinglass . . 

3,5 ; 

4 5 

5.9 

3.7 

3 2 

4 1 

4.6 

Toothbrushes . . 

6 0 

4 0 

4.0 

4,1 

3 4 

3.2 

4 1 

Carpets . 

4.3 

4.7 

7.4 

6 3 

4.9 

4 5 

4 0 

Matches . 

10.6 

9 2 

8 7 

6.9 

8 2 

5 1 

3.7 

Furs 

1 2 

1 8 

1.7 

1 6 

3 2 

3.0 

3 7 

Insulated electric wire 

1.6 

1.4 

1.8 

1 9 

1 9 

2.8 i 

3.5 

Mirrors 

1 9 

2.7 

2.9 

2.3 

2 5 

2.4 

2 5 

Clucks 

1,3 i 

1.6 

1.7 

1 8 1 

2.1 

1.7 

2 1 

Cmbrellas 

2 1 1 

3 7 

4 0 

3 0 

2.3 

2.5 

1.9 

Mats 

1.8 1 

1 5 

2 0 : 

1 9 i 

1 9 

1.5 

1.8 

Lacquered ware 

1.3 

1.3 

1 .8 

1.8 ■ 

1.5 

1,7 

1.8 


* Compiled from Annual Reports of the Japanese Department of Finance, Annual Re- 
turn oj the Foreign Trade of the Empire, 

Includes cotton tissues, knitted goods, and yarn. 

Includes silk tissues and handkerchiefs. 

** Includes undershirts and drawers, headgear, socks, stockings, and footwear, 

“ Tinned and bottled goods, including canned crabs, salmon, and trout. 


goods from Japan proper to the colonies. Since the colonies are within 
the Japanese tariff system, they are a protected market and hence 
Japanese exports have an artificial advantage over those of other 


^ See discussion, p. 97. 
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countries.® The exports of manufactured products to the colonies must 
not^ however, be overlooked in gauging the possibilities of the indus- 
trialization of Japan proper. As we found in Chapter XIII, exports 
of manufactured goods to Taiwan and Chosen have grown steadily 
during the last decade. Exports of cotton and silk fabrics to Taiwan 
and Chosen in 1929 amounted to 73,248,000 yen, as compared with 
exports of 670,000,000 yen to foreign countries. Iron, steel, and ma- 
chinery exports amounted to 40,268,000 yen, which materially ex- 
ceeded the exports to foreign countries. Exports of fertilizers 
amounted to 20,816,000 yen; of flour to j 0,01 8,000 yen; of bicycles 
and parts to 5,011,000 yen; of paper to 10,363,000 yen; and of beer 
5 1^73^000 yen. It will be seen that in most of these cases exports 
to the colonies are actually greater than those to foreign countries. 

The markets for Japanese manufactured goods are primarily in 
the Orient. In the case of cotton tissues, over 60 per cent goes to China 
and British India, and nearly 90 per cent to the Orient as a whole, 
Egypt being the only other important outlet. Aside from silk manu- 
factures, porcelain and earthenwares, and tinned and bottled comes- 
tibles, most of the other items listed in the table, and a miscellany of 
other products as well, are sold almost exclusively in the Orient. Even 
in the case of silk goods and potteries the Oriental markets are in the 
large as those of the rest of the world combined. Elx- 
ports to Australia and New Zealand, Cape Colony and Natal have 
been steadily expanding since pre-war days. 

In order of importance, the countries, or trade areas, which con- 
stitute the principal outlets for Japanese manufactures — other than the 
exceptions noted in the preceding paragraph — are China, Kwantung 
Province, and Hongkong (which may l>e considered as a single area), 
British India, Dutch India, the Philippine Islands, and the Straits 
Settlements. These regions may, therefore, be selected for testing 
Japan^s competitive position. Wc find that with China, Kwantung, and 
Hongkong, the Philippines, and Dutch India, the percentage of total 
imports received from Japan has steadily increased since 1913 and also 
since 1923. In the case of British India, there has been a substantial 
increase as compared with 1913; but since 1923 the percentage has 
remained practically stationary. There has been no percentage gain in 
the trade with the Straits Settlements. On the whole, therefore, Japan 
has clearly been gaining relatively to other countries. 

*Sec dUnnBion, Ch.ip. XVII, p. 253. 
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Further light may be thrown on this competitive situation by analy- 
sis of the exports of certain specific commodities. Because of dissimilari- 
ties in the trade classifications of different countries, it is not possible 
to present for most of the individual commodities listed in the table 
detailed figures of exports from the leading manufacturing countries 
to these competitive markets, but the figures can be given for some 
of the most important ones. 


Exports of Cotton Goods^to Oriental Marklets by Competing Countries, 

1923 - 1929 ^ 


(In thousands of yen) 


Source and Destination 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

Japan to 








rhinao 

180, 4SS 

238,364 i 

309,009 1 

255,830 

234,462 

180,070 

195,712 

British India 

57,058 

82,87! 

109,111 

98 433 

106 167 

79,366 

132,587 

Dutch India 

22,515 

37,195 

49 373 

44,520 

49,248 

39,275 

42,283 

Philippine 1 viands 

6,820 

7.565 

12,097 

10,607 

12,015 

7,267 

6,316 

Straits Settlementh i 

0,048 

4,901 

14,560 

12, 353 

10,042 

3.520 

5,798 

Great BrUajn to 








China 

10,078 

i 12,817 

! 7,595 

1 7,069 

6,840 

4,148 

4.329 

British India 

35,759 

! 43,979 

^ 37,752 

I 36,435 

33,303 

32,845 

28,380 

Dutch India 

4,538 

4,695 

6,579 

! 3,831 

3,897 

4,134 

3,530 

Philippine Islands 

414 

682 

608 

473 

528 

517 

412 

Straits Settlements 

2,579 

2,219 

3,295 

! 2 373 

2 298 

1 835 

2,514 

United States to 








( hiiia 

310 

342 

1,120 

354 

238 

300 

238 

British India 

207 

Si4 

714 

720 

694 

857 

1,437 

Dutch India 

__d 

— 

— 

— 

— 

— 

— 

Philippine Islands 

1 1 , 369 

9,644 

1 11,515 

13,367 

11,347 

12,200 

10,536 

Straits Settlements 

— 

— 

— 

— 

(icrmany to 








China 

1,880 

2,920 

! 1,480 

2,870 

2 290 

2,970 

2,230 

British India 

! 4,760 

8,220 

7,940 

* 11,640 

8,900 

9.680 

6,780 

Dutch linlia 

j 2,500 

2,920 

i 3,930 

3,940 

3,130 

3,000 

3,210 

Philippine Islands 

— 

I — 

990 

1,530 

990 

1,040 

Straits Settlements 


— 

1,730 

! 2,420 

1,550 

1,070 

1,870 


® Includes cotton tissues and yarns 

^ (-ompiled from official foreign tratlt statistics of the several countries 
® Inchiding Hongkong and Kwantung 
^ Dashes mean negligibU amounts 


I. Cotton manufactures. The exports of cotton manufactures to 
the principal oriental markets from Japan, Great Britain, the United 
States, and Germany are shown by the table above. 

It is apparent from this table that the strong competitive position 
acquired by Japan during the war period has been maintained and 
strengthened in succeeding years. The great bulk of Chinese cotton 
imports is obtained from Japan, and Japan’s percentage of the total 
has been steadily increasing. Of the decline in the value of cotton 
exports to China since 1925, approximately a third may be attributed 
to the fall in prices and the rest to unsettled conditions in China. 

Japan also occupies the leading position in the export of cotton 
goods to British India. The exceptionally high figure in 1929 may 
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be attributed to the boycott of British goods j but it will be observed 
that in preceding years British India bought about three times as much 
from Japan as from Great Britain. The percentage bought from Japan 
has, moreover, steadily increased. Japan’s pre-eminence lies chiefly 
in the lower grade cotton tissues. American and German exports to 
British India, while increasing, are of negligible importance. 

Japanese cotton exports to Dutch India have increased markedly 
since 1923, whereas those from the other countries listed have re- 
mained practically stationary. Exports to the Philippines reached 
a peak in 1925-27 — with the annual shipments running slightly below 
those from the United States. The Straits Settlements obtain sub- 
stantially more cotton goods from Japan than from any other country. 
In 1928 and 1929, however, there was a substantial decline, with both 
Great Britain and Germany showing gains in the latter year. 


Exports OF Pori LAND Cemen I toOrieniai Markits by Compeiino 
CorNiRiEs, 1923-20“ 

(In thousands of >cn) 


Source and Destination 

1 1923 

1924 

1925 

1926 

1027 

j 1028 

1020 

Jtipan to: 

China*’ 

1,493 

597 

1,086 : 

1,4S() 

1 , 195 

i 

1,44^ 

2,668 

British India 

3 

8S 

146 i 

167 

261 


429 

Dutch Indha 

102 

491 

1,578 

1,657 

2,541 

2,367 

1,449 

Philippine Islands 

391 

1,106 

549 

635 

8^S 

1,075 

1,402 

United States to: 



i 





China 

8 

6 

25 : 

7 

8 

9 

6 

British India 

C i 

6 

n 

12 

16 

27 

23 

Dutch India 1 

9 

1 

3 

3 

5 

7 

8 

Philippine Islands 

1 

14 

2 

3 

3 

7 

; 9 

2 

Germany to: 








China 

— 

— 

__ 


— , 

— 


British India 

— 

- 

— 

1,140 

8^0 

- 


Dutch India 


— 

790 

1,090 

1 ,920 

1,240 

910 

Fffiilippine Islands 


— 


1 

— 

— 



Complied from official foreign trade statistics of the several countries. 
Including Hongkong and Kwantung. 

‘ Dashes mean neligible amounts. 


2. Cement, The relative strength of Japan’s position in oriental 
markets for cement is shown by the table above. Great Britain is not 
included because she exports little, if any, cement to the Orient. 

It will be seen that Japanese exports of cement to these countries 
have been increasing and that the only real competitor is Germany — 
in the British and Dutch India markets. In passing, it should be 
pointed out that of the cement exports to the China, Kwantung, and 



Hongkong area, those to Kwantung have been declining in recent 
years, while those to Hongkong have shown a marked increase. While 
the total value of the exports of cement is at present small, in com- 
parison with that of cotton manufactures, future potentialities ap 
pear to be very considerable. 

One must conclude from the foregoing analysis that Japan in re- 
cent years has been in a relatively strong competitive position in ori- 
ental markets. With such important manufactured commodities as 
cotton and cement she has been more than holding her own, and in 
a wide range of miscellaneous manufactured goods Japanese exports 
have been steadily expanding. We must now turn to a consideration of 
the exports of silk manufactures, porcelain and earthenwares, and 
canned and bottled comCvStiblcs, which are sold in considerable quanti- 
ties in American, European, and Australian markets, as well as in 
oriental countries. 

3. Silk nianufaitiire:^. The very important export trade in silk 
tissues is widely distributed geographically. The table on this page 


noN OF Japanese Exporis oi- Siik Tissie*?, \92^-29^ 
(In thou^vands of >en) 


Destination | 

192^ ! 

1924 1 

1925 

1926 j 

1927 

1928 

1929 

Australia j 

14,1% 1 

2 3,283 

24,659 

30,436 

32,578 ! 

28,314 

26,271 

British India 1 

O,80() 1 

12,5^9 

12,656 

11,986 

15,846 

17,074 

24,717 

United Slates ' 

21,25,? 1 

23,635 

21,037 

26,264 

18,189 

15,407 

14,703 

China" 1 

2,764 1 

3,594 

2,804 

3,204 

3,079 

8,022 

10,982 

h ranee | 

5,777 1 

10,076 ' 

6,949 

6,376 1 

8,290 

10,041 

10,745 

(ireat Bn tain i 

12/100 

25,872 

16,479 

16.952 I 

16,912 

9,730 

10,327 

Canada 

4,486 

7,541 

1 10,059 

14,049 

15,0?7 

12,589 

9,488 

Philipi>ine Islands 

261 

574 

1 1,251! 

1,448 

2,4H 

3,901 

6,659 

Dutch India 

622 

1,561 i 

i 2,03^ 

2,256 

2,486 

1 3,392 

6,402 

Straits Settlements 
Cape C'olonv and 

278 

1,136 J 

1,768 

2,325 

2,001 

1 2,506 

6,068 

Natal 

Urugua> 

946 

3,124 

4,845 

5,874 

6,169 

6,302 
3,5 31 

5,915 

3,030 

Egvpt 

376 

1,250 i 

881 

751 

1,442 

1,447 

1 2,193 

Argentina 

2,S2S 

3,159 

2,562 

1,523 

1 ,601 

2,138 

1,870 

Other countries 

19,126 

8,490 

8,996 

9,626 

13,462 

9,664 

1 10,584 

Total 

92,318 

,125,840 

n6/>85 

133,070 

|l 39,614 



ll 31,059 

1 149, 954 


^ Japanc">e Department of Finance^ Financial and Economic Annual^ P *4* 

Includes Kwantung and Hongkong. 


shows the growth and distribution of these exports from 1923 to 
1929. It will be seen that the growth has been very marked in recent 
years and that there has been an increase of exports to nearly every 
country except the United States and Great Britain. Although silk 
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tissues may be classified as luxury products, the amount going to 
China, British India, Dutch India, the Straits Settlements, and Egypt 
is by no means inconsiderable, and has been steadily increasing. 

The total value of silk handkerchief exports has increased from 
3,166,000 yen in 1923 to 4,448,000 yen in 1929. The principal mar- 
kets for silk handkerchiefs are the United States, Uruguay, and 
British India. In 1929, the United States took nearly one-third of the 
total, Uruguay about one-fourth, and British India about one-seventh. 

This is a convenient place to consider the bearing of the develop- 
ment of the rayon industry upon the markets for both Japanese silk 
manufactures and raw silk. The growth of this industry has been so 
rapid as to suggest the possibility of the ruin of silk production and 
manufacturing. The growth of world production since 1916 is indi- 
cated by the following figures:^ 



Pounds 


Pounds 

1916 

31,200,000 

1925 

183,000,000 

1919 

36,400,000 

1927 

265,900,000 

1922 

80,900,000 

1929 

404,000,000 


The amounts produced by the leading manufacturing countries for 
the year 1929 are shown by the following table f' 


United States 
Gieat Britain 
Italy 
German V 
France 


Pounds 

123,100,000 

56.900.000 

71.100.000 

45.000. 000 

37.000. 000 


Japan 

NVthci lands 
Brl/ij-iuin 
Svvit^ciland 
Others 


Pounds 

27.000. 000 

20 . 000 . 000 

15,000,000 
1 ^ 300 , 0()0 
22 , 200,000 


Despite this remarkable expansion of the rayon industry, both the 
production of raw silk and the manufacture of silk products have con- 
tinued to expand steadily in Japan. The question, therefore, would 
appear to be not whether the silk industry will be destroyed, but 
rather whether its growth is likely to be seriously affected by rayon 
competition.''' In general the lower priced rayons compete principally 

* Figures through 192^ ire from Avrini, M H, 7 'Ae Rayon Industry y for 1927 and 1929 
fiom Silk Association of America, Mtd-Year Report^ 1930. 

" The’ Ttvtflr World, Fehruar>, p 121; 

* Tt is difficult to generallre about the competitive power of 1 lyon because both its cjiulity 
and its price have been changing rapidly Moreover, it has lecently become possible to m.inu- 
facture rayon crepe, thus gieUlv Increasing the field of competition. It appears, however, that 
thus far rayon has competed rather more with cotton than with silk. It is distinctly more 
sitisfactory than cotton for manv purposes, and its price in recent veare has not been veiy 
much highei. It has some advantages over silk, but in othei respects it Is distinctly inferior. 
It is not spotted by peispiratlon and is specially adapted foi summer use, and it cm he dyed 
in moic radiant colors than eithei silk or cotton The English product, celanesc, is a good 
insulator and is therefore used as wire covering j and it also has exceptionally good dyeing 
qualities. On the other hand, rayon does not have the subdued lustre of silk, the material is 
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with cotton^ while the finest products compete with silk, particularly in 
dress-goods, shirts, and men^s hosiery. The latest improvements in 
rayon manufacture are said to give a lustre indistinguishable to the 
average person from that of silk. It remains to be seen, however, 
whether this higher grade rayon product can be produced at a price 
lower than that of silk — quality and durability considered. 

The recent sharp decline in the price of raw silk, however disad- 
vantageous from some points of view, has proved of great advantage 
from the standpoint of competition with rayon, both in the higher and 
in the intermediate grades. The following index numbers show the 
movement of prices for Japanese raw silk and rayon from 1923 to 
1930. In both cases the average price for the year 1926 is taken as 
100," 



Japanese 



Raw Silk 

Rayon 

1923 

139.7 

153.6 

1924 

100.9 

1 n.o 

1925 

106 1 

1 12.0 

1926 

100.0 

100.0 

1927 

87.9 

85.0 

1928 

81 9 

85,7 

1929 

79 6 

69.7 

1930 

51.1 

59 6 

It will be seen that from 

1923 to 1929 the price of rayon 

declined 


considerably more rapidly than that of silk, but that the decrease in 
1930 was very much greater in silk. In consequence of this decline in 
the price of raw silk, the price of finished silk goods will be much 
lower in the next few years than heretofore, and silk will therefore 
be in a stronger competitive position, particularly with reference to 
the high-grade rayon which alone compares favorably in quality with 
silk. 

On the whole, one must conclude that the effects of the rayon in- 
dustry upon the silk industry have thus far not been very serious and 
that it is altogether unlikely that rayon will spell the ruin of silk. It 
will, nevertheless, tend to restrict the growth of the silk industry. 
It is of interest in this connection to recall that the Japanese rayon 
industry has been developing rapidly during the last few years, reach- 
ing an export basis in 1930. 


heavier, and, most Important of all, it does not weai nearly so veil. It is perhaps best to 
chatacteriye ravon as a nev tortile fabiic possessing" individual meiits, and to an appreciable 
ortent cutting: into the potential markets for both Cf^tton and silk, 

’figures for 192^ through 1929 are from U. S. Department of Commerce Year Book) 19^(0, 
VoL Ij 19'to figures uere supplied by U. S Department of Labor. 


355 



DisTRiBunoN 01* Exports or Timnfd and Boiued Comes iibles, 1923~'29‘ 
(In thousandh of ven) 


Country 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

Uniud States^ 

3, SIS 

4,410 

8,342 

8,967 

9,361 

11,876 

11,972 

C»rcat Britain 

123 

989 

1,883 

3,541 

6,200 

6,562 

5,521 

China* 

1,201 

2,0S9 

2,262 

1,796 

1,619 

1,632 

1,918 

Otht r countries 

1 268 

540 

1,127 

1,614 

2,110 

2,961 

6,267 

Total 1 

i 0,127 

1 7,998 

13,614 : 

15,938 

19,310 

23,031 

25,681 


“ J ipanesL Department of lunincc, Financial and Lconomtc Annual^ 1930, P 
^ Includes Haw ui 
Includes Kwantung and Hongkong 


4. Comestibles, The exports of tinned and bottled comestibles^ 
have been increasing very rapidly m recent years, the United States 
and Great Britain being the principal markets. The table above shows 
the growth and distribution by leading countries from 192'] to 1929. 

The growth in this seven year period has been more than fourfold. 
While the United States and Great Britain take roughly two thirds 
of the entire amount, the rapid expansion of the exports going to mis 
cellaneous countries is evidence that the market is steadily broadening. 

5, Pottmes, Japanese exports of poicclain and earthenwares, or 
potteries, are also widely distributed, but the United States takes about 
40 per cent of the total. The following table shows the giowth of 
exports to principal countries from 1923 to 1929 


DiMRIBITION 01 txPORTS Of PORCFLAIN AND I A R I HI- N WA RF S, 192 3 29» 
(In t-housands of >en) 


Country j 

1921 1 

1924 1 

1925 

1926 1 

1927 

1928 

1929 

Lnited St itcs 

9 13S 

9,593 

12,022 

11,048 1 

12,244 

11,70s 

14,501 

Dutch Indi i 

3 187 

1,560 

5,826 

3,260 

4,254 

4,823 

4,9>8 

China' 

2,92 3 

3,322 

3,868 

3 918 

1 3,402 

1 4,171 

4,552 

British Indu 

1 ,770 

2 i49 

1,476 

2,9 34 

2,526 

2,456 

2 559 

Canada 

776 

711 

975 

1,228 

i 1,225 

1 ,420 

1,650 

Austriha 

1,104 1 

1 031 

1,032 

1 in 

972 

1,172 

1,159 

Netherlands 

348 

412 ! 

591 

499 

1 517 

775 

1,028 

Straits Settlements 

99 3 ^ 

1,008 

2,633 1 

1,744 

937 

588 

712 

Phihpinne Islands 

480 

568 

728 

6S2 

851 

794 

667 

hrance 

402 

5 36 

72 3 

585 ! 

292 ! 

521 

636 

Crreat Rrtnm 

S07 

441 

672 

612 

417 

469 

517 

Other countiics 

1,829 

1,892 

2,728 

2,690 

2,854 

3,660 

4,053 

1 otal 

21,460 

25,437 

1 35,273 

33,182 

30,491 

34,642 

36,962 


“ japantbc Depaitment of Innancc^ J inancial and Fconomic Annual^ 1930, P 142. 
^ Includes Kwantung ind Hongkong 


’* Ihj8 ittTn includes tinned cribs, salmon and trout, the exports of whith aggregated 
21 000 \tn m 1929 for discussion of canned cribs see pp 40-41 
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Exports to the United States, Canada, the Netherlands, China, 
British India, and Dutch India have shown a substantial increase 
since 19^3. The substantial value of the exports to China, the Nether- 
lands, France, and Great Britain, which are themselves important 
pottery producing countries, is of particular interest. The most interest- 
ing feature of the table, however, is the evidence which it affords of 
the world-wide demand for Japanese ceramic wares. 

II. POSSIBILITIES IN IRON AND STEEL 

Since iron and steel have played so important a part in the develop- 
ment of industrial civilization, this analysis would not be complete 
without consideration of the possibilities of the further expansion of 
the metallurgical industry. We are concerned here not with fabricated 
iron and steel products or machine manufactures, but only with basic 
materials in semimanufactured form. 

We have already seen in Chapter VII that the iron and steel in- 
dustry expanded rapidly during the period of the World War, fell 
off somewhat in the early post-war years, and then recovered again in 
recent years. If we are to appraise the significance of this development, 
we must, however, consider iron and steel production in relation to im- 
ports and exports. The diagram on page 358 shows imports, production, 
and exports of iron ore, pig iron (Including ferro-alloy), waste and 
old iron, ingots and slabs of steel, and steel products fur the year 1927. 

The diagram shows clearly that the great bulk of the iron ore used 
is imported. Included in the imports are the ores brought in from 
Chosen. In 3927, home production amounted to 159,000 metric tonsj 
imports from Chosen, to 169,000 metric tonsj from China, including 
Manchuria, to 503,000 metric tons; and from the Straits Settlements, 
to 434,000 metric tons. The home production was thus equal to only 
13 per cent of the total consumption. The total production in Chosen 
was 422,000 metric tons, the balame being used to make pig iron in 
Chosen blast furnaces. 

Notwithstanding the large imports of iron ore, it will be seen 
that the pig iron imports are also substantial in amount. Only about 
60 per cent of the pig iron consumed in Japan proper is produced 
within the country. The production in Chosen amounted to 129,022 
metric tons in 1927, as compared with 911,258 metric tons in Japan 
proper. In Manchuria 244,203 metric tons were produced by Japa- 
nese interests. Of the pig iron consumed in Japan proper in 1927, only 
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101,668 metric tons were imported from the colonies, while 478,000 
metric tons came from foreign countries. About 55 per cent of the 
latter came from British India, about 35 per cent from China and 
Manchuria, and about 10 per cent from Great Britain, Germany, 
Sweden, and the United States. 


Imports, Production, and Exports of Iron Ore and Iron 
AND Steel Proouci's, Japan Proper, 1927® 




PtcmoN 



msTt AND sreec /ngots srcn 

OLDMfON^ ^ AND SLABS ^ PNODUCTS^/ 


i 




iu 


C 



“lor annua! d it ) for tht vfirs 192^-27, set Table 87, p 480 Complete dat* wire not 
available for liter \tai8 


The production of steel ingots and slabs and steel products was 
sufficient in 1927 to provide about 65 per cent of the total consump- 
tion. Waste and old iron, however, continue to be imported in sub- 
stantial quantities. Exports of steel ingots and slabs, steel products, and 
waste and old iron are of negligible amounts. Of the imported steels, 
Germany supplied 38 per cent, Great Britain and the United States 
20 per cent each, with the remainder coming mainly from Sweden and 
Belgium. 

It is evident from the foregoing data that Japan has already de- 
veloped a fairly extensive iron and steel industry. Indeed, she sup- 
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plies approximately 6o per cent of her own requirements. The fact 
that she does not possess large ore resources of her own either in 
Japan proper or in the colonies has obviously not proved an insuper- 
able barrier to the growth of the industry. Two important phases of 
the problem, however, remain for consideration. First, are the sources 
of supply of iron ore sufficient to enable Japan to become a great iron 
and steel manufacturing nation, and, second, has the development of 
the industry entailed costs disproportionate to the gains? 

As we found in Chapter IV, the reserves of iron ore in Japan and 
Chosen arc wholly inadequate to support an important iron and steel 
industry. They amount at the outside to about 6o,ooo,cxx3 tons for 
Japan and Korea combined. The iron ore resources of Manchuria are 
estimated at from 3CX), 000,000 to 350,000,000 tons, metallic content, 
which is about equal to the metallic content of the ore reserves of 
Germany and of the United Kingdom (which are sufficient for their 
requirements), and is about one-seventh of the metallic content of 
the estimated reserves of the United States, The bulk of this ore is, 
however, of very low grade, and much of it would not be counted 
as ore in the United States.^ The inferior quality of the bulk of the 
Manchurian ores necessitates large outlays in their preparation for use, 
and thus imposes a heavy cost handicap. 

It is because of the poor quality and high cost of Manchurian ore 
that Japan has in recent years been looking to other sources of supply. 
As has already been indicated, nearly half of her imported ores now 
come from the Straits Settlements. In 1920, a Japanese company ob- 
tained a 2i’'ycar concession, renewable for 21 years, to the Bukit 
Medan iron mines in Johore, on the Malay Peninsula north of Singa- 
pore. The ore deposit is situated near the Batu Pahat river j it is trans- 
ported to the river in hand cars on a light railway, and then by barge 
18 miles down-stream to the mouth of the river and six miles out to 
sea, where it is transferred to ocean vessels. There are occasional back 
hauls of coal from Japan to Singapore. The ore is hematite and sur- 
passes in quality any other ore than is received by the Imperial Steel 
Works at Yawata. Japan’s imports from this source have increased 
very rapidly — from about 130,000 metric tons in 1921, to 434,000 
metric tons in 1927, and to more than 1,000,000 in 1930. During the 
same period, imports from China have been decreasing. No estimates 


Bain, H. Foster, Ores and Industry in the Far Ea\ty p. 88, 
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are available as to the reserves of the Bukit Medan mines. Another 
Japanese company obtains manganese ore from a mine in Trengganu, 
on the east coast of the Malay Peninsula. There are apparently iron 
ore deposits in this region, though as yet they have not been devel- 
oped.^® 

Japanese manufacturers have also entered into a contract with the 
Australian Iron and Steel Company, Ltd., for the delivery of iron 
ore from deposits on the northwest coast of western Australia. Sub- 
stantial quantities are here available, reserves being estimated at 
100,000,000 tons. Because of the greater distance which this ore has to 
be shipped, however, and the lack of any back haul traffic, it is a much 
more costly and generally less satisfactory source of supply than the 
Malay Peninsula.^ ^ 

Finally, mention should be made of latcritic ores in the Philippine 
Islands and in the Dutch East Indies. These lateritic ores are as yet 
undeveloped, but it is estimated that there are several hundred million 
tons of reserves. The ore is not of the best type for furnace use and 
requires preliminary treatment before it can be used; hence the cost 
is certain to be relatively high. Since the Philippines import consid- 
erable quantities of coal, there could be a back freight movement here 
if the ore were taken to Japan 

hrom this analysis of the development of the industry thus far and 
the reserves of ore available in the Orient, we reach the following 
conclusions, hirst, it would be physically possible for Japan to develop 
an iron and steel industry which for some years to come would fully 
supply her domestic requirements. But, because of the relative scarcity 
of high-grade ores, the long run possibilities arc apparently limited. 
If Japan had a per capita iron and steel output equal to that of the 
United States, her consumption would exhaust the known reserves 
of iron ore in Japan, Korea, and China in something like 15 years. 
With the ores of the Malayan Peninsula, the Philippines, and the 
Dutch Indies added, the resources are still greatly restricted as com- 
pared with those of Western Europe and the United States. Hence 
the physical basis dcjes not exist for the development of a metallurgical 
industry of enduring importance. 

Second, from an economic, as distinguished from a mere physical 

Oichaid, John E., Japan'^ Vvonomit pp 

B.iiri, H. Foster, On^ and Industry tn the Far Fatt^ pp 20Q'l0, 
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point of view, the extensive development of the iron and steel indus* 
try does not appear to be relatively advantageous. The comparatively 
high cost of coking coal and iron ore has placed the Japanese iron and 
steel industry at a very distinct disadvantage as compared with that 
of the leading western countries. In order to develop the industry, 
it has been necessary to grant tax exemptions and give much more than 
the usual amount of subsidy and tariff protection. Rather than demon- 
strating ability to stand on its own feet, and even to undersell foreign 
competitors in oriental markets, as has been the case with the cotton 
textile industry, the development of the heavily protected metallurgi- 
cal industry has chiefly resulted in increasing the cost of iron and 
steel to Japanese consumers, thereby handicapping manufactures of 
fabricated iron and steel products. The bearing of this conclusion upon 
commercial policy will be discussed in the following chapter. 

While we are coTKerned solely with the economic aspects of this 
problem, a few comments may be ventured with reference to the 
military considerations involved. From a military point of view, 
self-sufficiency in metallurgical production does not appear to lx a 
vital necessity to Japan. In the event of a war with China or Russia, 
there would be no difficulty in procuring by sea from Europe and the 
United States the iron and steel products required. In case of a war 
with the United States, it would be possible to import iron and steel 
products from Europe, either by way of the Trans-Siberian Railway 
or by sea. Similarly, were Japan to engage in war with a Western 
European country, iron and steel products could be obtained from the 
United States or other European countries. The problem would be a 
naval one, of maintaining shipping connections. It would seem that if 
iron ore has to lx brought from sources as far distant as the Philip- 
pines, Singapore, the Dutch East Indies, and Australia, the danger of 
the interruption of supplies by the enemy na\y would be approxi- 
mately as great as the danger of being cut off from finished products 
of iron and steel. Only in the event that Japan should wage war si- 
multaneously with Europe and the United States would complete 
independence in the matter of iron and steel products be of vital im- 
portance. 

The analysis in this chapter leads to the conclusion that Japan has 
demonstrated the capacity to sell many kinds of manufactured goods 
in competition with those of other countries, particularly in oriental 
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markets. While cotton piece goods, silk tissues, clothing, and potteries 
are of paramount importance, exports have been increasing in a wide 
range of other produas, and the aggregate value of these has become 
of genuine importance. It is of no little significance that in many of 
these newer industries exports continued to expand even in the de- 
pressed year 1930. The steady growth of manufactured exports in 
varied lines affords fairly conclusive evidence that in terms of cost and 
quality Japanese-made goods now compare very favorably with those 
of other countries with which they enter into direct competition. 
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CHAPTER XXV 

REORIENTATION OF COMMERCIAL POLICY 

In the light of the foregoing analysis of the possibilities of further 
industrialization, we are in a position to consider certain aspects of 
Japanese commercial and political relations. What commercial poli- 
cies do the factors involved in further industrialization suggest as 
desirable, and in what ways may unfavorable commercial and political 
relations retard the growth of industrial activities? 

The future of Japanese industry^ depends primarily upon satisfac- 
tory trade relations with two important regions, namely, North 
America and the Orient. As much as 38 per cent of all Japanese trade 
is with North America, while 40 per cent is with Asia. Of the North 
American trade about 95 per cent is with the United States, and of the 
Asiatic trade approximately 60 per cent is with China and British 
India.^ The aggregate trade with other parts of the world — aside 
from that in silk tissues and potteries — is of negligible importance 
from the point of view of the larger issues with which we are here 
concerned. If Japan is to find employment for her increasing popula- 
tion through the process of further industrialization, she must import 
raw materials chiefly from North American and Asia, and export her 
manufactured products chiefly to the same regions. 

I. COMMERCIAL RELATIONS IN THE ORIENT 

It appears self-evident from the fact revealed in the preceding chap- 
ter that Japanese commercial policy with respect to oriental countries 
should continue to be one of trade freedom. Japanese imports from 
the Asiatic mainland consist chiefly of iron ore, coal, and foodstuffs, 
and since the country is not self-sustaining in these products there is 
little justification for import duties as a permanent national policy. 
Only the occasional levying of agricultural duties with a view to 
stabilizing local conditions might be justified. As regards manufac- 
tured products, Japan obviously does not need protection against other 
oriental goods. Eventually China and India may conceivably develop 
their textile manufactures sufficiently to compete with Japan in Japa- 

' See chart on p. 199. 
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nese markets; but such competition Is evidently not a matter for early 
concern. 

This oriental trade is one which gives a maximum of reciprocal 
advantages to the countries concerned; hence every effort should be 
made to further its development. Indeed, Japan’s ability to find em- 
ployment for her increasing population depends to so great an extent 
upon the expansion of markets for manufactured products in the 
Orient that the promotion of peaceful commercial intercourse should 
be a fundamental principle of international policy. 

During the past 15 years Japan has followed two essentially dif- 
ferent economic policies in the Orient. On the one hand, she has 
endeavored to expand through normal processes her commerce with 
other oriental countries; and, on the other hand, she has pursued a 
policy of economic penetration on the mainland. The latter policy has, 
unfortunately, in Jio small degree interfered with the success of the 
former, without achieving important results on its own account. 

Economic penetration in Manchuria and China has not given to 
Japan any important outlet for her population, nor have the iron ore 
and other resources of which she has secured control given her cheaper 
or more adequate supplies than she might have obtained through 
ordinary commercial processes. While substantial profits have been 
made by certain Japanese companies operating on the mainland, these 
gains have been in no small measure offset by the losses resulting f’*om 
the ill-fated “Nishihara loans” which wc have discussed in a preceding 
chapter.'^ The more important counter-balancing factors, however, are 
the indirect losses resulting from strained political relations and the 
erection of barriers against the export of Japanese goods. 

Without attempting to express in any way a judgment as to the 
merits of the complex issues which now exist between Japan and 
China, one may nevertheless observe that from an economic point of 
view the maximum gains for both China and Japan are to be derived 
from the expansion of reciprocally advantageous traciing operations. 
Japan’s pOssition in the Orient in many ways resembles that of Great 
Britain in Europe a hundred years ago.‘ Benefiting from an early 
start in a wide range of manufacturing activities, Great Britain grew 
and prospered through the conversion of raw materials into finished 
products for sale in expanding markets on a nearby continent and 

^ See p. 220. 

‘Exceptions will be noted In the metallurgical industiv and in the pioduttlon of i.iw silk. 

364 



in various regions overseas, particularly in the United States* 

The great problem with which Japan is faced is the uncertain eco- 
nomic future of oriental countries, particularly China and India. Two 
possible dangers are conceived — the one, a long period of instability 
and economic retrogression, and the other, a period of stability ac- 
companied by industrial expansion, particularly in cotton textile manu- 
facturing. Of these two possible trends, only the former need be a 
source of great concern. 

If China and India should achieve political and economic stability 
and develop textile manufacturing in an important way during the 
next 20 years, the outlets for Japan’s textile manufactures would be 
curtailed j but, on the other hand, such economic development in 
these countries would mean increased outlets for many other kinds of 
Japanese manufactured goods with the resulting gains doubtless more 
than offsetting the losses. The effects would be similar to those upon 
England, when the industrial development of Germany in the last 
quarter of the nineteenth century resulted, despite increased com- 
petition in certain lines, in a rapidly growing market in Germany for 
many other types of British products. The real danger that Japan 
faces in the Orient is not from the economic development of other 
countries but rather fnmi the possibility of a long period of unsettled 
political and economic conditions. 

II. COMMERCIAL RELATIONS WITH NORTH AMERICA 

The striking fact in the commercial relations of Japan and the 
North American countries, Canada and the United States, is the 
complementary, rather than competitive, character of the greater part 
of the trade. Indeed, between well developed trading areas we find 
few cases in which the advantages of commercial intercourse arc so 
fully reciprocal in character. 

The trade with Canada is small in the aggregate and may be sum- 
marily ctinsidercd. The principal exports of Japan to Canada are silk 
tissues, potteries, tea, and a miscellany of lesser products. Nearly all 
of these exports are of manufactured commodities which Canada does 
not produce. On the other hand, the principal products iniported 
from Canada are wood and pulp for paper making, lead ingots and 
slabs, and a wide range of materials, many of which are non-competi- 
tive in character. In the aggregate Japan buys more than twice as 
much from Canada as she sells to Canada. 
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In the trade between Japan and the United States, the two com- 
modities of overwhelming importance are raw cotton imports and 
raw silk exports. The imports of raw cotton from the United States 
in recent years have, however, had a value equal to only about 40 
per cent of the value of the raw silk exports to the United States. 
Japan imports slightly more than half of her raw cotton from India 
and Egypt. The fact is that the exports of Japanese silk to the United 
States have had a value more than sufficient to pay for all Japan’s 
imports from the United States. Japan also exports other commodities 
to the United States which do not directly compete with any American 
product. The most important of these are tea, camphor, pyrethrum/ 
plaits for hat-making, canned crab meat, clams, and other marine 
products. 

The principal competitive products among Japanese exports to the 
United States are silk tissues and handkerchiefs, potteries, undressed 
furs, brushes, and dolls and toys. In addition, there is a wide range of 
miscellaneous manufactured articles which compete directly or in- 
directly with American manufactured goods. These competitive prod- 
ucts, however, in the aggregate amount to only about 4 per cent of 
all Japanese exports. 

Japan imports from the United States, besides raw cotton, a number 
of other important products which she cannot i>upply from her own 
resources. Those of largest value are timber and wood, kerosene oil, 
lead, crude sulphate of ammonium, caustic soda and soda ash, nee, 
and leather. These materials, including cotton, however, comprise 
only about 60 per cent of the total imports from the United States, 
the balance consisting chiefly of manufactured commodities which are 
actual or potential competitors of Japanese-made goods. 

The most important American exports to Japan that are competitive 
in character are iron and steel, machinery and parts, automobiles and 
accessories, copper ingots and slabs, and dynamos and transformers. 
The United States also exports to Japan a vast assortment of miscel- 
laneous manufactured goods which are of substantial importance in 
the aggregate. 

Because of the reciprocal character of the greater part of the trade 
between Japan and the United States and the large degree of eco- 
nomic interdependency between the two countries, the maintenance 

*A powdci obtained from the chrysanthemum, used as an insecticide. 
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of $^isfactory political and commercial relations is obviously of para- 
mount importance* From the standpoint of the United States, to 
maintain and expand exports of such raw materials as cotton, lumber, 
and oil is of great importance to the future bf depressed industries 
and to the economic prosperity of large sections of the country. Japa- 
nese markets are also of real significance for various types of manu- 
factured goods. 

From the standpoint of Japan, the maintenance, if not the expan- 
sion/ of raw silk exports to the United States is of vital significance. 
Since 97 per cent of Japan’s raw silk exports go to the United States, 
and since raw silk accounts for 36 per cent of all Japanese exports to 
the world as a whole, it is evident that Japan’s economic life depends 
in a very fundamental sense upon the perpetuation of the silk trade. 
Peace between the two countries is thus of vital importance. For the 
United States, a war would mean very severe depression in certain 
basic Industries^ for Japan, it would spell economic disaster. 

Notwithstanding the great expansion of trade between the two 
countries, the fullest possible advantages of commercial intercourse 
have not, however, been realized because of the erection of tariff 
barriers. In so far as any physical or technical factors are concerned, 
there could be produced for sale in the United States large quantities 
of silk manufactured goods, potteries, lacquer w^are, plaits for hat- 
making, brushes, and similar products j but sales are restricted by the 
American tariff. 

The only imports from Japan of any importance which are admitted 
to the United States duty free are raw silk, silk waste, tea, undressed 
furs, pyrethrum, bags for paper stock, tuna fish, and vegetable wax. 
Even camphor is given protection in the hope that the development of 
a synthetic substitute may be stimulated. On virtually all classes of 
manufactured commodities relatively high duties exist. Moreover, 
they were increased in the Act of 1922 over the level of 1913, and 
again in the Act of 1930 over the rates of 1922. 

The Important articles on which the duties were increased by the 
Act of 1930 are earthenware and glassware; china and porcelain; 
canned clams, formerly on the free list; lily bulbs; mushrooms; dried 
beans and peas; cotton floor coverings; broad silks; silk wearing ap- 

®ThiB qualjfic<Jtion is made* because of tAvo factors. The first is that the possibilities of 
expanding raw «ilk pioduttion arc comparatively limited, and the second is that it would be 
desirable from the Japanese point of view to manufacture more raw silk into finished tissues 
foi sale in the United States. 


367 



parelj imitation pearls; materials for hats; hats, bonnets, and hoods 
of straw, chip, grass, palm leaf, etc.; dolls and toys of celluloid; tooth 
brushes; and cotton wiping rags. With most of these commodities, the 
only apparent reason for the increases was the desire to afford the 
fullest possible measure of protection to competing American pro- 
ducers. In some cases, however, there was no direct competition. It is 
not surprising that these increases, particularly those on such important 
Japanese exports as silk goods and potteries, should have caused much 
concern to the Japanese and been made the occasion of protest by 
Japanese merchants to the Chairman of the Senate Finance Commit- 
tee and the Secretary of State of the United States. 

Such indiscriminate and excessive protection burdens American 
consumers without in most cases bringing corresponding advantages to 
producers. Moreover, it tends to restrict American exports to Japan. 
Even though higher duties were not established by that country as a 
retaliatory measure, the Japanese people would purchase fewer goods 
in the United States. The restriction of Japan’s exports automatically 
curtails her buying power abroad. 

The Japanese tariff policy has also been developed with a view to 
giving protection to practically every manufactured commodity that 
might conceivably be manufactured within the country. In many lines 
of industry, this policy has, as wc have seen in preceding chapters, 
been justified by the results achieved, for infant industries have been 
developed to a point where they can stand on their own feet and nicet 
competition on even terms in foreign markets. In other cases, however, 
the result of protection has been to increase materially the cost of 
goods to Japanese consumers and to handicap the manufacture of other 
Japanese products which are of great importance from the standpoint 
of the Japanese economic system as a whole. 

A choice has to be made between stimulating the metallurgical in- 
dustry, for example, by means of duties and subsidies and giving 
encouragement to the manufacture of finished iron and steel products 
and machines through permitting the producers thereof to operate on 
the basis of cheaper semi-manufactured materials imported from 
abroad. This iron and steel problem is analogous to that of aluminum.'^ 
A government commission recently concluded that to develop the 
Japanese deposits of that metal would necessitate a high tariff which 

* See C'hap IV, pp. 44-46. 
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would so increase the cost of aluminum as seriously to handicap the 
manufacture Cf aluminum wares. 

It would seem to be sound policy in general to give the preference 
to finished manufactures. Not only are the handicaps less, but for a 
given investment of capital a larger volume of employment is af- 
forded. Japan^s position in this respect resembles that of Italy and 
Switzerland which utilize skilled labor in the fabrication of finished 
wares made from imported semi-manufactured materials. 

In the Japanese tariff law of 1926 the principle was enunciated that 
protection should be afforded only to staple industries of high promise 
for the future. That sound principle has, however, in many cases been 
disregarded, for the practice has been to give protection to almost 
every conceivable product. Without presuming to make detailed 
recommendations, it may nevertheless be suggested that in a reorienta- 
tion of Japanese commercial policy emphasis should be placed upon 
the development of those industries in which Japan has the greatest 
relative advantage, and which furnish the greatest volume of employ- 
ment to labor. Further industrial development should be concentrated 
upon those lines in which, either by virtue of cost considerations or the 
particular industrial talents of the Japanese people, the country is in a 
relatively strong competitive position. 

The world in general will not get far toward the goal of more 
extensive international exchange of commodities which has so fre- 
quently been extolled in recent years, unless each nation is ready to 
reduce its duties on those commodities for the production of which it is 
not well equipped. So long as each nation insists upon giving protection 
to every commodity which might conceivably be produced within its 
borders, we shall not be able to realize the benefits of international 
specialization and exchange. Even though one may not favor uni- 
versal free trade and the complete geographic specialization which is 
involved therein, it is not necessary to go to the opposite extreme of 
reducing specialization and exchange, particularly in manufactured 
commodities, to the absolute minimum. 

SUMMARY 

Sixty years ago the leaders of the new Japan set up a series of 
economic objectives tow'ard the fulfilment of which national policies 
were vigorously directed. Our survey of the fundamental economic 
problems with which Japan is confronted as she stands on the thresh- 
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old of another period of history leads to the following principal 
conclusions as to the basic policies that should be pursued. 

First, a fundamental requirement for sound economic development 
is the maintenance of financial stability. This involves the unrestricted 
movement of specie in the adjustment of international balances and 
the maintenance of the value of the yen at a fixed parity with gold. 
Such financial stability can be maintained in the long run only if the 
two sides of the government budget and the two sides of the inter- 
national trade and financial accounts are kept in balance. It is difficult 
to see how budget equilibrium can be maintained unless military ex- 
penditures are further curtailed and the interest charges on the public 
debt reduced. The maintenance of international trade and financial 
equilibrium will depend primarily upon the nation’s ability to expand 
exports, particularly of finished manufactured products. 

Second, there should be a general reduction in money rates if Japan 
is to find employment for her rapidly increasing labor supply and at 
^he same time expand exports as a means of paying for increasing 
imports of foodstuffs and raw materials. Costs of production must be 
maintained at a relatively low level. The financial panic of 1927 and 
the deflation of ensuing years have eliminated many relatively high 
cost establishments and have exerted a strong pressure in general 
toward an increase in efficiency j industrial and commercial mergers 
also work in the same direction. But the possibilities of so-called 
rationalization are restricted in a country like Japan because of the 
employment consequences. The greatest single possibility for a gen- 
eral decrease in production costs lies in the reduction of money rates, 
which have long been inordinately and unnecessarily high. Wage 
reductions, in view of the low living standards existing, should be 
countenanced only as a last resort. 

Third, the development of a nation-wide system of gtiod roads is 
a need of conspicuous importance. The reduction of transportation 
costs which a highway system properly co-ordinated with the railroads 
would bring about would, like a reduction of interest rates, tend to 
increase economic efficiency generally. Such a program of internal 
development would moreover provide a considerable volume of em- 
ployment. 

Fourth, Japan’s industrial future depends primarily upon the ex- 
pansion of manufactured exports to two important trade areas — con- 
tinental Asia and North America. In the interests of providing maxi- 
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mum employment it is necessary to concentrate upon those lines which 
require the greatest amount of labor in proportion to capital invest- 
ment, and to the production of which the resources of the country and 
the industrial talents of the people are particularly adapted. Fortu- 
nately, in a wide range of manufactured goods, such as textiles, cloth- 
ing, ceramics, comestibles, paper, toys, jewelry, glassware, lamps, 
bicydes and tires, lacquered ware, cement, and even in machinery and 
finished iron and steel manufactures, Japan may rightly aspire to be 
the workshop of the Orient, and to no inconsiderable extent of other 
countries bordering the Pacific and the South Seas. Because of the 
dearth of raw materials and the restricted size of markets her forte 
does not lie in the field of heavy manufacture where the methods of 
mass production are most successfully employed. 

Progress in these various directions cannot, howev^er, be relied upon 
to jmovide employment for a continuously expanding population. Our 
analysis has shown that, thanks to the extraordinary expansion of in- 
dustry between 1906 and 1926, Japan was able to absorb her increas- 
ing labor supply and even to raise standards of living; but it has also 
disclosed that, whereas the rate of population has been accelerating, 
the rate of industrial growth has been declining since the fortuitous 
and temporary factors of the boom era have spent their force. More- 
over, if employment is to be provided during the next 1 5 years for the 
oncoming workers born during the last 15 years, the number of jobs 
must be increased at the rate of approximately 500,000 annually. 

In view of certain factors affecting Japanese trade possibilities there 
is no assurance that such a volume of employment can be provided. 
Agricultural expansion is definitely limited. Silk culture has prac- 
tically reached the margin of profitable extension; the growth of 
oriental markets for manufactured goods is dependent upon political 
and social and economic factors beyond the control of Japan, and 
markets elsewhere are subject to the tariff policies and fallacies of other 
countries. With such uncertain and uncontrollable elements in the 
situation, the rate of economic growth in the next 1 5 years is a matter 
of conjecture, but one may safely conclude that it is likely to be less 
rapid than has been the case in the last 15 years when an exceptional 
conjuncture of factors resulted in a phenomenal industrial expansion. 

In the long run there is no sovereign means for upbuilding the 
strength of the nation other than by maintaining a proper balance 
between population and economic resources. The increased effective- 
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ness of the present economic organization of Japan over that of fetxdal 
days has permitted a doubling of the population in 6o years and its 
support at higher levels of living. But the continued rapid increase 
of population in recent years now threatens the maintenance of these 
standards. Unless the rate of population growth is restricted, and 
restricted soon, the social outlook for Japan will present itself in 
somber colors. 
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ANALYSIS OF THE INTERNATIONAL DEBT 
AND INVESTMENT POSITION 

The detailed data on which the statements and figures given In 
Chapter XIV are based and the means used in checking the data are 
given in this appendix. A few words arc perhaps required as to the 
methodology involved. 

When a nation sells goods or renders services to foreigners in excess 
of the value of goods and services received from foreigners, it has an 
excess of international income over outgo, which is evidenced by 
some form ol indebtedness by foreigners, or by a reduction of its own 
debts to foreigners. Accordingly, if we had precise figures of the 
foreign trade and service operations of a nation, precise figures of all 
foreign borrowings and lendings, the sum of the surpluses in the 
international income and outgo accounts over a given period of time 
would exactly equal the sum of the investments made; and vice versa 
in the case of deficits. However, since neither the international cur- 
rent accounts nor the investment and borrowing data arc all-inclusive 
or entirely precise, it is a very useful procedure to check the growth 
of indebtedness, or investment, as the case may be, by reference to 
the international accounts. Any serious error in either the figures of 
capital transactions or the current income and outgo items is thus 
likely to be disclosed. At the same time light is thrown on the probable 
magnitude of those investment operations which arc not matters of 
definite record. The method is analogous to checking the results of 
fiscal operations by the changes occurring in the public debt. 

L SUMMARY OF FOREIGN BORROWINGS, 1870-1930 

The loans that have been floated abroad by the Japanese govern- 
ment, municipalities, and private corporations are matters of definite 
record; and there are also good estimates as to the volume of domestic 
issues that have been sold abroad. On the volume of direct invest- 
ments of foreigners in Japanese enterprises, and of Japanese invest- 
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All Forbiom Borrowings bv Japanese Oo'pernment 


Besciiption 

Date of 
Issue 

Maturity j 

Issue 

Price 

Amount 

Issued 

Repayment 

P% !oreig:n loan bonds 

7 % foreign loan bonds 


1870 


1882 

98 

£ 

1,000,000 

At maturity 


1873 


1897 

924 

£ 

2,400,000 

« 

u 

4% sterling loan bonds (1st series) , 

June 


Dec. 

1953 

90 

£ 

10,000,000 



6% sterling loan bonds (1st series) . 

May 

1904 

Apr. 

1911 

934 

£ 

10,000,000 

Sept. 

1907 

6% sterling loan bonds (2d aerie.*?) . . . 

Nov 

1904 

Oct. 

1911 

904 ' 

£ 

12,000,000 

Sept 

1907 

Ah% sterling loan bonds (Ist series) . . 
4*% sterling loan bonds (2d series) . 

Mar. 

1905 

Feb. 

1925 

90 

£ 

30,000,000 

Oct. 

1924 

July 

1905 

July 

1925 

90 

£ 

30,000,000 

Oct. 

1924 

4% sterling loan bonds {2d series)* . . . 

Nov. 

1905 1 

Jan. 

1931 

90 ; 

£ 

25,000,000 

July 

1930- 

Debenture of purchased railways^ . . 


1 




1 

jan 

1931 

Tan 

1906 ! 

Mar 

1926 

92 

£ 

1,000,000 

At maturity 

Debenture of purchased railways**. . - . 

Tian, 

1906 ! 

Jan 

1921 

921 

£ 

400,000 



5^ sterling loan Ixmds®' . . 

Mar 

1907 

Mar 

1947 

994 

£ 

23,000.000 

_ 

- 

4% sterling loan bonds (sld Meries)<* . . 

May 

1910 

June 

1970 

95 

£ 

11,000,000 1 

~ 

- 

4% franc loan bonds ... 

May 

1910 

May 

1970 

954 

Fr 450.000,000 



Sterling railway bills® . . 

Mar. 

1913 

Mar 

1914 

£ 

1,500,000 

At maturity 

Sterling railway bills® 

5% franc exchequer notes^ 

Mar 

1913 

Mar 

1915 


£ 

1, .500, 000 


44 

Apr 

1913 

May 

1923 

98 

Fr 200.000.000 

U 


Sterling railway bills® .... 

Feb. 

1914 

Feb 

1915 


! £ 

2,500,000 

* 

u 

Sterling railway bills* , , . 

Feb 

1915 

Feb. 

1916 ! 


£ 

1,875,000 


n 

Sterling railway bills® . . , 

Mar. 

1915 








Debentures of South Manchuria Railway 



Mar. 

1916 


£ 

1,125,000 

a 

U 

Company (Ist issue)* 

July 

1907 








Debentures of South Manchuria Railway 



July 

1932 

97 

£ 

4,000,000 


- 

Company (.3d issue) 

Dec 

1908 







Debentures of South Manchuria Railway 



July 

19,52 

974 

£ 

2,000.000 



Company (4th issue) 

Jan. 

1911 

Jan 

19.56 

98 

£ 

6,000,000 


- 

6% sterling loan bonds" , 

Feb 

1924 

July 

1959 

874 

£ 

25,000,000 

— 


64% dollar loan bonds” . . | 

Feb 

1924 

Feb 

1954 

924 

$1 

.50,000,000 

_ 


5|% dollar loan bonds’ . 

May 

19.50 

1 May 

1965 

90 

$ 

71,000,0(K) 

I 


54% sterling Joan bonds* , 1 

May 

1930^ 

1 May 

196.5 

90 

£ 

12,500,000 

1 

- 


® For redemption of 6 per cent exchequer bonds (internal) 

h Railway bemds assumed by government at time of nationah/-atiou (Kansai Railway debentures, tyo;, 
£1,000,000; Hokkaido Tanko debentures, toob, £aoo,ooo) 

® For redemption of 6 j>er cent loans of i()04, plus £1,000,000 new loan- 

d For rede-mption of 5 jwr cent Iwnds (internal) 

® The short-term railway bills were discounted at the following rates resf)ectivel> 5.S, 5. 4 75, 5 75, and 
S 7-5 per cent, 

'tor redemption of international loans. 

* These debentures were i.ssued with the guaranty of the Japanese government Since D(*t i, ig?n, they have 
been the direct obligation of the Jajianese government, which received share*! of Ti7,r<i0,oco ven in the slock of 
South Manchuria Railway Company'' 

" For conversion of the balance of the first 4i yicr cent sterling loan, 174,1 55,^2* yen, and of the balance of the 
setiond 4i per cent sterling loan, 177,125,813 y«i» and for reconatruction after earthquake, 186,013,120 yen. 

I For redemplion 4 per cent sterling loan bonds (2d series) due January i, 1031. 

* In June, igti. The Taiwan Electric Power Co. Ltd, lioated in New York a loan of $23,800,000 at 5I iier 
cent to mature in 1971, 93^ being the price of issue This loan is guaranteed fiy the Japanese government. 


ment in foreign securities and business properties, the data are much 
less satisfactory and they are available only for recent years. 

In order that we may have before us at the outset the record of 
Japan’s foreign borrowings, we present here four tables compiled by 
the Finance Department. The table on this page shows all the foreign 
loans contracted by the national government from 1870 to 1930^ the 
second on page 377, all the municipal loans that have been floated 
abroad j the third on page 378, all the foreign loans of banks and 
corporations; and the fourth on page 379, the amount of external 
loans of all classes outstanding at the end of each year, from the date 
of the first loan in 1870 to 1929, including estimates of the locally 
issued (yen) loans which have been purchased by foreigners. 

The table on pages 379-80, which gives all foreign indebtedness out- 
standing at the end of each year, shows that during the first five years 
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All Foreigk Indebtedness Odi standing, 1870- 1929 
(In thousands of yen) 


National Government Private Corporations 


End of 
Year 

Issued 

Abroad 

(Actual) 

Domestic 

Loans 

Sold 

Abroad 

(Estimated) 

Municipal 

Govern- 

ments 

(Actual) 

— 

Issued 

Abroad 

(Actual) 

Foreign 
Investments 
in Domestic 
Issues 

(Estimated) 

Total 

1870 

9,760 





9,760 

1871 

9,760 





9,760 

1872 

9,760 





9,760 

1H73 

32,208 





32,208 

1874 , 

31,232 





31,232 

1875 

29,788 





29,788 

1876 

28,311 





28,311 

1877 

26,798 





26,798 

1878 

25,248 





25,248 

1879 

23,658 





23,658 

1880 

22,025 





22,025 

1881 

20,347 





20,347 

1882 

18,618 





18,618 

1883 

17,813 





17,813 

1884 

16,952 





16,952 

1885 

16, OM 





16,031 

1886 

15,044 





15,044 

1887 

n,989 





13,989 

1888 

12,861 





12,861 

1889 

11,652 





11,653 

1890 

10,360 





10,360 

1891 

8,977 





8,977 

1892 

7,498 





7,498 

189^ 

S,91S 





5,915 

1894 

4,220 





4,220 

1895 

2,407 





2,407 

1896 i 

467 





467 

1897 ! 


43,000 

— 


— 

45,000 

1898 

— 

41,0(X) 

— 

— 

- 

43,000 

1899 

97,630 

41,000 

250 

-- 

— 

140,880 

1900 i 

97,6^0 

41,000 

250 





140,880 

1901 

97,6^0 

41,000 

250 

— 

— 

140,880 

1W2 

97,610 

91,(KK) 

4,215 

— 


194,865 

1903 

97,610 

93, (KK) 

4,255 

__ 


194,865 

1904 . 

312,416 

105,0(X) 

4,210 

— 

— 

421,626 

1905 

1,142,271 

251,047 

4,197 

9,763 

5,096 

1,414,374 

1906 

1,146,177 j 

141,060 

21,865 

15,620 

12,688 

1,317,410 

1907 

1,165,702 

150,960 

21,840 

44,909 

17,934 

1,400,645 

1908 . 

1,165,702 ' 

148,240 

21,815 

105,487 

19,220 

1,458,464 

1909 

1,165,677 

1 

1 182,260 

85,014 

103,737 

24,324 

1,561,012 

1910 , 

1,447,217 

108,156 

84,704 

108,737 

28,168 

1,777,182 

1911 

1,437,449 

68,565 

84,627 

1 147,789 

28,112 

1,766,542 

1912 

1,427,685 

72,121 

177,252 

1 147,539 

29,521 

1,854,118 

1913 

1,524,609 

74,596 

177,147 

! 166,884 

26,448 

1,969,684 

1914 

1,524,605 

81 , 131 

177,023 

166,789 

29,170 

1,978,918 

1915 

1,491,157 

71,831 

176,894 

166,539 

28,102 

1,936,523 

1916 

1,384,855 

56,173 

175,106 

166,188 

20,697 

1,809,019 

1917 

1,348,588 

40,999 

172,535 

166,048 

26,275 

t 1,754,443 

1918 

1,311,139 

31,627 

168,525 

165,525 

27,352 

1,704,168 
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FoRBTON IwDEBtEPNESS — (Co»it»tUff/) 


End of 
Year 

National Government 

Municipal 

Govern- 

ments 

(Actual) 

Private Corporations 

Total 

Issued 

Abroad 

(Actual) 

Domestic 

Loam 

Sold 

Abroad 

(Estimated) 

Issued 
Abroad 
(Actual) 1 

Foreign 
Investments 
m Domestic 
Issues 

(Estimated) 

1919 

1,311,139 

1 63,185 

147,317 

165,284 

35,046 

1,721,971 

1920 

1,428,294 

34,308 

140,290 

47,540 

30,507 

1,680,939 

1921 

1,362,371 

18,483 

136,969 

33.357 

25,416 

1,576,596 

1922 

1,358,974 

5,669 

134,219 

26,400 

24,831 

1,550,093 

1923 

1,320,616 

! 7,016 

130,214 

132,641 

21,993 

1,612,780 

1924 

1,514,267 

! 25,954 

127,403 

193,460 

21,993 i 

1,883,077 

1925 

1,500,215 

8,712 

124,627 

331,557 

21,993 

1,987,104 

1926 

1,477,871 

9,687 

220,223 

347,633 

92,133 

2,147,547 

1927 

1,460,232 

14,768 

257,640 

315,500 

97,992 

2,146,132 

1928 

1,453,094 

31,367 

254,163 

470,406 

97,992 

2,307,022 

1929 

1,446,895 

31,779 

245,666 

465,623 

in, 828 

2,303,791 


of the modern era the Japanese government contracted two foreign 
loans which were gradually liquidated between 1873 and 1897. Be- 
tween 1897 the World War, foreign indebtedness, both on 
government and private accounts, steadily increased. It was reduced 
during the war years, but expanded rapidly again m the post-war era. 

II. THE INTERNATIONAL ACCOUNTS, 1868-98 

Because of the large shifts that have occurred in Japan’s interna- 
tional accounts at different periods, as well as because of the varying 
character of the data available at different times, it is desirable to 
break the analysis of the debt and investment position into a number 
of distinct periods. 

A, Current Accounts, 1868-95 

The only figures as to current international income and outgo avail- 
able for this period are those for the movements of trade and specie. 
It is possible, however, to compute the interest charge, since during 
these years the only foreign loans were those contracted by the na- 
tional government, for which the rates of interest are known. In the 
table on page 381 we give these items of international income and 
outgo for selected intervals. The figures arc net aggregates for the 
designated periods. 

During the first five years of this period, as already Indicated, the 
Japanese government was borrowing abroad j hence these years re- 
quire separate consideration. The total trade and specie deficit for the 
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&ve years 1868-72 aggregated 34,5i9,ocx> yen. The interest on the 
loan of 1870, if figured for a full three years, would have amounted, 
by the end of 1872, to 2,635,000 yen, thus increasing the adverse 
balance to a total of 37,1 54,000 yen. 

This deficit was not fully covered by the two loans that were floated 
by the government, one in 1870 and the other shortly after the end 
of the period. The loans were floated at a discount (see table, page 
376), and in addition bankers’ commissions had to be paid. The 


Aggregate International Income and Outgo, 1868'“4)5* 
(In thousands of yen) 


Period 

Net Trade 

Net Specie 
Movement 

Interest 

Net Income 
or Outgo 

1868-72 

-35,308 

+ 789 

- 2,635 

-37,154 

1873-75 

-21,970 

+29,328 

- 2,635 

+ 4,714 

1876-80 

-20,220 

+35,040 

- 9,213 

+ 5,607 

1881-85 

+27,953 

- 2,289 

- 6,303 

1 +19,361 

1886 00 ! 

+ 3,891 

+ 5,315 

- 4,474 

+ 4,732 

1801-95 

+40,447 

+ 4,536 

- 2,060 

+42,923 

1868-95 

- 5,216 

+72,716 

-27,320 

+40,183 


* The plus sign indicates net income from an excess of exports over imports; the minus 
sign, net outgo. 


amount of these commissions is not made public j but 4 per cent may 
be taken as a fair average rate. The two loans thus yielded proceeds 
amounting to approximately 30,CX)0,0C)0 yen, leaving a difference of 
about 7,000,000 yen not covered by the loans. 

Since the trade balance turned favorable in 1873, this difference 
may have been in part represented by short-term credits which may 
have been liquidated in the succeeding years out of the favorable trade 
balances which ensued. It may also have been in part covered by an 
Inflow of private capital^ for many foreign traders and merchants en- 
tered Japan at this time. While they were nut, in the main, inve^stors in 
Japanese enterprises, they of necessity brought some working capital. 
There are no data covering other invisible items j but it is known that 
they were of negligible importance. The chief sources of income were 
the expenditures of foreign ships operating in Japanese ports, and 
the principal outgo consisted of expenditures of Japanese missions and 
travellers abroad. Freight charges paid by Japanese to foreign ship 
owners need not be considered, since they are included within the 
trade figures. (See discussion, page 388.) 
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Beginning with 1873 trade and specie balance, except for an 
occasional year, was continuously favorable until 1895. The interest 
payments were on a declining scale, the entire debt being virtually 
eliminated in 1896 (see table, page 379). For the period 1873-95 
there was a surplus of income aggregating 77 j337jOOO yen. Mean- 
while the two loans contracted in 1870 and 1873 respectively, having 
an aggregate face value of 33,i84,(X)0 yen, were reduced to 2,407,000, 
or to the extent of 30,777,000 yen. If wc assume that 7,000,000 yen 
went for the liquidation of short-term indebtedness and private in- 
vestments made prior to 1873, about 38,000,000 of the 77,337,000 
of surplus is accounted for, leaving a surplus balance of approximately 
39,000,000. 

No data of any kind arc available with reference to the invisible 
accounts. There was some income from shipping, particularly in the 
later years j and the receipts from foreign ships and shipping com- 
panies operating in Japanese ports probably exceeded the outlays of 
Japanese ships abroad, (^n the other hand, there was an outgo for 
earnings of foreign merchants and traders; Japanese travellers prob- 
ably took out slightly more than foreign travellers brought in; in 
surance payments abroad were appreciable; and government expendi- 
tures for naval, military, and diplomatic purposes had assumed con- 
siderable proportions. There may well have been a net outgo on 
account of these miscellaneous items which would have absorbed a 
considerable part of the 39,000,000 yen of unaccounted surplus. The 
discrepancy may also be in part explained by inaccuracies in the trade 
figures. In any event, the comparatively close correspondence between 
the indebtedness figures and the known net international deficit gives 
support to the view that the trade figures are not seriously in error. A 
discrepancy amounting at the most to a little over 1,000,000 yen a 
year is equal to only about 2 per cent on the annual average export 
trade. 

B. Current Accounts, 1896-98 

The three-year period, 1896-98, requires separate consideration: 
The trade balance shifted from favorable to heavily adverse; there 
were large imports of specie accompanying the establishment of the 
gold standard in 1897; Japan received a large indemnity from 
China. The remainder of the government loan, which stood at the 
end of 1895 at 2,407,000 yen, was liquidated; but, on the other hand, 
in 1897 government sold abroad 43,000,000 yen of loans that had 



been floated in the domestic market. Thus, the foreign indebtedness 
increased by about 40,000,000 yen. 

The trade, specie, and interest deficits for the three-year period 
were as follows: 

Tliousand<v of Yen 


Trade deficit 221,744 

Spefie deficit 59,5 H 

Interest deficit 6,000 

Total 287,278 


This substantial deficit was more than covered by the net increase 
of indebtedness abroad and by receipts from the Chinese indemnity. 
As we shall see, however, not all of the war indemnity was transferred 
to Japan. The precise figures as to the Chinese indemnity are as fol- 
lows:^ 




Equivalent 
in Potinds 

ItenTS 

In SiKer Tael 

Sterling" 

War indemnity 

200,000,000 

32,900,981 

C'oin})ensation for 

the retroce*i8ion of Liao Tunf^r 10,000,000 

4,915,147 

Totil 

210,000,000 

37 , 836, 1^!* 

Oompensalion for 

the expenses of the oecupation of Wtt 


Hdi Wei 

1,500,000 

2-4 6,758 

Grand total 

231,500,000 

38,082,886 


The indemnity, which was paid in London in pounds sterling, was 
equal to about 360,000,000 yen. Approximately 50,000,000 yen of 
this amount was, however, deposited in the Bank of England at the 
suggestion of the British government, which did not favor the export 
of such large sums at one time. It was, moreover, convenient for 
Japan to have funds on deposit in London with which to meet foreign 
obligations, stabilize exchange, and so on. The Bank of Japan could 
meanwhile count these Ivondon deposits as a part of its reserve and 
issue notes against them for use in Japan, just as though the reserve 
were held at home.^ It is apparent, however, that this ^opoOjOOO 
did not for the time being enter into international movements, and 
hence (at the most) only 310,000,000 yen of the indemnity needs to 
be included in the balance of accounts. Adding 310,000,000 (indem- 
nity) to 40,000,000 (new indebtedness) makes a total of 350,000,000 

' Japanese Department of Finance, Oudtne of thi Movetar^f Reform ;« iRgy. 

"Sec Inouyt, Junnosnke, Prohlemx of the Japaneu Exchangt , n)i4-2(} 
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yen with which to cover the 287,000,000 of indebtedness on current 
accounts, leaving a surplus of 63,000,000 yen. 

Among the miscellaneous items of current outgo it is certain that 
there were substantial outlays on account of insurance, and there were 
doubtless other minor payments of considerable aggregate importance. 
While these may well have exceeded the current income from miscel- 
laneous sources, the balance could hardly have been sufficient to ab- 
sorb the “available income” shown above, 

C, International Debt and Investment Position, 1898 

Theoretically this surplus might have gone to build up substantial 
Japanese investments abroad^ but the available evidence does not 
support this thesis. A survey by the Japanese Foreign Office published 
in 1915, based on earlier reports from the consulates in China, showed 
that the only Japanese investment in China in 1897 was in a cotton 
gin located in Shanghai, with a capital of 100,000 taels, which was 
owned jointly by Japanese and Chinese. There were ten Japanese 
persons engaged in mercantile pursuits in Tientsin in the same year, 
while those operating in Shanghai were estimated to have a turnover 
of 3,500,000 taels of Chinese products. There was a small amount of 
Japanese shipping on the inland waterways of China and a few small 
branches of Japanese banks. 

Without attempting to arrive at altogether precise figures, it is 
clear that at the end of 1898 Japan was neither a net debtor nor a 
net creditor to any appreciable extent. She owed foreigners some 
43,000,000 yen on account of bonds sold abroad, and there were some 
direct foreigners’ investments, principally mercantile, in Japanese 
port cities. On the other hand, the Japanese had a few minor invest- 
ments abroad j and a deposit of 50,000,000 yen in London, While this 
deposit was not available for a long-term investment, it was none the 
less a foreign credit of real value. Thus at the end of the first 30 years 
of the modern era Japan was, practically speaking, square with the 
outside world. 

III. INTERNATIONAL ACCOUNTS, 1899-1913 

During this period the analysis becomes much more complex. On 
the one hand, foreigners were increasingly making investments in 
Japanese securities, public and private, and, on the other hand, the 
Japanese were beginning to make investments of their own in foreign 
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parts, particularly in Manchuria and China. Hence, the computation 
of a net interest item becomes complicated and is necessarily less 
precise. Numerous other items were, moreover, becoming important. 

A. Current Income and Outgo 

In the table below we present the outgo on account of trade and 
specie movements and for interest payments. The interest is given 
in two columns, the first covering only government issues, and the 
second including all other interest, and profits. The figures are com- 
puted from the indebtedness figures shown in the table on page 379. 
The estimated items comprise only about 5 per cent of the total 
foreign indebtedness, and thus even a substantial error in the estimates 
would have but a negligible effect upon the total interest obligation. 
In computing interest, we take for government issues abroad the rates 
indicated in the table on page 376. For domestic bonds sold abroad 
we take 5.0 per cent; and for local government and corporate securities 
we take 6 per cent (see the tables on pages 377 and 378), deriving 
thereby merely approximate figures. For profits on foreign Investments 
in Japanese enterprises, we assume an average rate of 8 per cent. 

ACOREGAFE IwiERNA'lIONAI OlH GO ON TrADE, SpECIE, AND iNTEREbP ACCOUNTS. 

1899-1913 


(In thousands of yen) 


Period 

Net 

T radc 

. 

Net Specie 
Movement 

Interest 

on 

National 

Debt 

Other 

Interest 

and 

Profits 

Total 

1899 1903 
1904-08 

1909 13 

1 132,8^1 
334,198 
242,24? 

2,788 

-34,885“ 

4,127 

34,898 
245,967 
342, 7 ?S 

553 

18,]S9 

8S,202 

171,070 

563,439 

674,607 

1899-1913 

709,272 

-27,670“ 

623,600 1 

103,914 

1,409,116 


“ Net income. 


Numerous other items entered into the outgo accounts during this 
period; and in most cases we are able to make rough estimates as to 
the probable amount. 

j. imuremee. Figures compiled by the Department of Finance 
for 1913^^ show an income, under the heading ^finsurance claims paid 
and premiums/' of 5,700,000 yen, and on the expenditures side a 
similar item of 6,800,000 yen. The item on the income side means 

*I‘or discussion of this investigation, see p “02, and for data see pp. 405, 40S-09. 
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that foreign insurance companies settled claims due in Japan, and also 
that some Japanese companies were receiving premiums from foreign 
clients j and vice versa for the expenditures side. In the chapter on 
insurance, we found that insurance companies developed rapidly in 
Japan after 1901, when foreign insurance companies were subjected 
to restrictive regulations. As Japanese insurance grew, the amount of 
insurance premiums paid to foreigners would tend to decrease, while 
the claims paid on insurance previously placed would not decrease as 
rapidly. Accordingly, we believe that outgo in connection with in- 
surance was tending to decrease relatively to the item of income from 
insurance. In 1913 the excess of outgo over income was 1,100,000 yen. 
Assuming an annual average of 1,350,000 for the 1 5-year period, we 
would have a total of approximately 20,000,000 yen. 

2, Exfefiditures of Jafofiese shif owners. The Finance Depart- 
ment accounts for 1913 (page 405) show an item under this heading 
on the expenditure side amounting to 17,900,000 yen, and a corre- 
sponding item on the income side under the heading ‘^expenditures by 
foreign ship owners in Japanese ports,” amounting to 14,400,000 yen, 
giving a net outgo of 3,500,000 yen. This balance probably shifted 
from favorable to adverse during this period, since the Japanese 
merchant marine doubled in size. For the period as a whole the net 
outlay on this account may have reached a magnitude of 30,000,000 
yen, 

3, Dividends on foreign investments in Jafan. During this period 
a considerable volume of investment was being made in Japanese 
enterprises by foreigners. For 1913 the outgo was set down by the 
Finance Department as 7,700,000 yen (see page 405). Since these 
investments developed chiefly after the Russo-Japanese War, the pay- 
ments probably did not average more than 2,000,000 yen a year, or 

30.000. 000 yen for the entire period. 

4, Govei^mncnt expenditures abroad. The government made 
heavy expenditures abroad for naval, military, and diplomatic pur- 
poses. The Finance Department for 1913 gives a total of 22,300,000 
yen for this account. Since the scale of these expenditures increased 
very greatly during and after the Russian War, it is probable that the 
average annual outlay for the period as a whole was not more than 

17.000. 000 yen, or an aggregate of 250,000,000 yen. 

There are also a number of items showing net income which may 
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be estimated with some degree of reliability. Indeed, the first two 
are definitely recorded figures. 

7 . Maintemnce of fris oners during the Russim War. Under the 
terms of the Treaty of Portsmouth, Russia and Japan agreed to re- 
imburse each other for the expenses of the maintenance of prisoners 
of war. In due course, Japan received net on this account the sum 
of 47,450,000 yen. 

2. The Boxer indemnity. The total Indemnity amounted to 
450,000,000 taels, of which Japan’s share was 34,793,100 taels, 

equivalent to 48,950,892 yen. Interest was payable on the capitalized 

sum at 4 per cent annually. Interest and amortization payments were 
begun in 1902 and were to be made on the following schedule: 

Annual Payment 

1902-10 18, 829, *>00 tads 

1911-14 , . 19,899,300 “ 

191S 23,28^100 “ 

1916-31 24,483,800 “ 

The payments ceased from December i, 1917, to November 30, 1922.^ 
For discussion of the final disposition of this fund, see page 402. 
Japan’s share of the total payments between 1902 and 39T3 was 
approximately 24,000,000 yen. 

5. Intere.^t from foreign hank balances. At the time the Chinese 
indemnity was paid the Japanese government and the Bank of Japan 
began, as already noted, to hold substantial balances abroad, chiefly in 
the form of bank deposits. The figures as to the precise amounts held 
abroad from 1899 1902 are not available; but since the beginning 

of 1903 they have been published regularly.'^ We may assume the 
rate of interest on these deposits to have averaged about 2 per cent a 
year. While the amounts fluctuated somewhat in the course of any 
given year, we shall be close to the precise interest earned if we apply 
a rate of 2 per cent to the amount outstanding at the end of each year. 
For the period 1903-13 total interest receipts would thus amount to 
about 60, 000, OCX) yen. Perhaps 2,000,000 yen might be added to this 
for the preceding four-year period, making a total of 62,000,000 yen. 

4. Remittances^ and profits from Japanese enterprises abroad. Dur- 
ing the later years of this period, the Japanese had considerable in- 

* See China Year Eonk^ ^9^6, p. 499 

the annual fot the entiie pciiod, 1903-29, see page 412. 
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vestments in foreign enterprises, principally in China and Manchuria* 
The Finance Department figures for 1913 show an income item 
under the beading ‘‘remittances from Japanese residents abroad and 
profits from Japanese business enterprises overseas” of 5I,CXX),000 
yen, while on the expenditures side is an offsetting item of 7,70x3,000 
yen for “expenses of Japanese enterjirises abroad.” We cannot separate 
the remittances from Japanese residents from the profits, but as the 
volume of Japanese emigration had not been great, the former prob~ 
ably did not account for many millions. Since expenses were doubtless 
latter in proportion to the return in the early stages of these invest- 
ments, particularly in Manchuria, the annual net return for the years 
1909-13 probably did not exceed 25,000,000 yen. During the first ten 
years the income from this source was very much smaller and did not 
perhaps exceed 5,000,000 yen annually. This would make a total of 
175,000,000 yen for the 15-year period for profits and remittances. 

5. Receipts from foreign residents and tourists. This item may 
conveniently be compared with the reverse item of “expenditures by 
Jap.;nese subjects abroad.” The Finance Department figures for 1913 
show receipts of 16,700,000 yen, as compared with 8,800,000 of ex- 
penditures. It Is probable that the tourist trade to Japan expanded 
markedly after the Russo-Japanese War; and, on the other hand, as 
the Japanese came to depend less upon foreign study and travel their 
expenditures abroad may not have increased greatly, notwithstanding 
the increase in total population and the general rise of prices. It is 
probable, however, that for the period as a whole there was a net in- 
come from these accounts amounting to something like 30,CX30,000 
yen. 

6. Shipping, In computing the earnings from shipping, certain 
technical considerations must be borne in mind. Exports are valued 
f.o.b. (free on board) port of loading; thus the shipping charges are 
not included in the value of the exports. Idiey are, in fact, paid by 
the importing country. Hence, if exports arc carried in foreign vessels, 
they create no freight charge against Japan ; but if Japanese ships carry 
exports, the earnings are due from foreigners. 

Imports, on the other hand, are valued c.i.f. (cost, insurance, 
freight) destination. Freight charges are therefore included in the 
import values. When carried in Japanese ships, however, the net cost 
the imports \o the Japanese people is in effect reduced hy the 
amount of the freight charges because the freight charges paid by 
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Japanese importers are received by Japanese ship owners. Since, how- 
ever, the freight is already comprised in the tnide figures, the shipping 
fees must be set down as an item of income. In short, all foreign trade 
carried in a nation’s own ships gives rise to income, while all foreign 
trade carried in foreign ships is accounted for in the trade figures. The 
same principle applies with insurance on cargoes.*^ The statisticians of 
the Finance Department, we are glad to learn, have made their ship- 
ping estimates in accordance with this principle. 

The Finance Department’s estimate of shipping earnings for 1913 
is 42,000,000 yen. The Japanese merchant marine was developing 
rapidly during the 15-year period, the gross tonnage, including all 


International Income and Outgo, 1899-1913 
(In thousands of yen) 


OUTGO 

Trade, specie, and interest (See table, page 3X5) 1,409,106 

Insuiance . 20,000 

Expenditures of ship owners 30,000 

Dividends on fojeigner.s* investments 30,000 

Government expenditures abioad 2 50,000 


INCOMF 

Maintenance of prisoners 47,450 

Boxei ind<‘mnity 24,000 

Interest fioin specie balances 62,000 

Remittances and profits from enterprises abroad 17 5,000 

Receipts from foreign residents and tourists 30,000 

Shipping earnings 3 50,000 


1,739,106 


688,450 


Net outgo 


1,050,656 


vessels of over 20 tons, averaging 884 tons in 1899-1903; 1,347 tons 
in 1904-08, and 1,769 tons in 1909-13. The quality of the tonnage 
was steadily improving, and international shipping rates were rising 
during this period — Hobson’s index advancing from 92.7 in 1898 
to 131-7 in 1912. P^or these reasons it is apparent that the shipping 
earnings for the 15-ycar period would have averaged very much less 
than the 1913 figure. An average of less than 25,000,000 yen a year 

^ In computing the balance of account^! for Japan, S- Y. Fuiuva, in Japan* f Foreign Ex- 
change and Her Balance of International PaymentSf 1928, makes* an adjustment or “correc- 
tion*’ of the trade figures because the imports are c.I.f He subtiacts 4 per cent (estimated 
percentage for insurance and fieight) from the imports, in order to place exports and Imports 
on the same basis. Such a proceduie is justifiable only if the official estimates of shipping 
earnings aie then adjusted propotvionatcly , but Mr. Furviya uses the Finance Department 
»hipplng estimates without adjustment. 
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for the whole period is perhaps a reasonable estimate, or a total of 
approximately 350,000,000 yen. 

The summarized estimates of the current income and outgo for the 
period as a whole are given on page 389. This excess of more than 

1.050.000. 000 yen of current outgo over current income must of course 
have been covered by capital transactions. Accordingly, we must now 
make comparison with the International debt and investment figures. 

B. Current Capital Transactions 

The foreign debt figures given on page 379 indicate that Japanese 
securities, government and private, were purchased abroad during 
those years to the nominal or face value of approximately 1,926,000,- 
000 yen. The table on page 376, however, indicates that the govern- 
ment loans were floated considerably below par, and the same was 
doubtless true of local government and private loans, though we have 
no precise information. Moreover, since no independent item for 
commissions is included elsewhere, allowance must be made for under- 
writing commissions paid, which probably averaged about 4 per cent. 
The yield to Japan on these loans as a whole probably did nut average 
more than 90 per cent of the face value, giving total receipts of 

1.733.000. 000 yen. 

In addition to these investments in securities, direct foreign invest- 
ments in Japanese enterprises must have approximated 100,000,000 
yen, Inasmuch as the estimated outgo for profits in 1913 (7,700,000 
yen, page 405) would be equal to about 8 per cent on this amount. 
Thus Japan received, by way of loans and investments, approximately 
1)833,000,000 yen. 

This sum exceeds the adverse balance on current income and outgo 
accounts of 1,051,(000,000 yen by approximately 782,000,000 yen. As 
an offset against this balance, however, we know that bank deposits 
abroad increased between 1903 and the end of 1913 by about 227,000,- 
000 yen (see page 412). Hence there remained roughly 555,000,000 
yen with which to make investments abroad. 

We may now check this figure by reference to the estimated in- 
come from foreign investments for the year 1913 as given in the 
figures of the Finance Department (see page 405). The estimate was 

51.000. 000 yen for profits from business enterprises and remittances 
from Japanese residents abroad. As already pointed out, the remit- 
tances could not have accounted for many millions of this total. As- 
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simiing the profits on these foreign investments to have averaged 9 
per cent, the 555,ocx),ooo yen of Investments would have yielded 
approximately 50, OCX), 000 yen. Our estimate of 555,000,000 yen may 
be somewhat high, in view of the fact that it is exclusive of the South 
Manchuria Railway, whereas the government’s figure of estimated 
income also includes a return from 100,000,000 yen of investment in 
this company. The reason why this item does not enter into our 
computation is that the acquisition of this investment did not involve 
international payments, and thus did not affect the balance of ac- 
counts. When this railway became the property of Japan in 1907, 
the capital value was estimated at 100,000,000 yen, and this sum was 
simply entered as a credit on the books of the Japanese government. 

It remains to point out that certain Japanese estimates of invest- 
ments at the end of 1913 have been made by different methods from 
the one employed above and with which the author was not acquainted 
when the foregoing computation was made. An unpublished estimate 
of Japanese foreign investments for July, 1914, made by technical ex- 
perts of the Bank of Japan, shows a total of 461,000,000 yen, includ- 
ing the investment in the South Manchuria Railway Company. Of 
this total, 54,700,000 yen represented loans to China, 6,450,000 yen 
foreign securities purchased, and 400,000,000 investments in business 
enterprises abroad. Of the latter 310,000,000 were assigned to China, 
including Manchuria, and 50,000,000 to Hawaii and the United 
States, leaving 40,000,000 yen for other regions. 

Another estimate of Japanese loans to China has recently been made 
by Professor Carl F. Remer, with the collaboration of a Japanese 
committee of the Institute of Pacific relations, consisting of Akira 
Nagano and Shizuo Kirai.’^ They obtain a total of 439,200,000 yen, 
consisting of: 

Yen 

Dirert business investments 3 85,000,000 

Iinesttntnts in C'hinese corpoiafions 3 5,000,000 

Loans to the Chinese g^ovcmnient 19,200,000 

439,200,000 

If this figure of the Japanese loans and investments in China is 
correct, the total foreign investments for 1913 would be 529,0C)0,CX)0 

^ Part of a general stuily of foreign inveBtnient$ in China, a<» yet unpublished. The Japanese 
share of the Rc‘organi7alion Loan of 191 ? is not included, since the funds came horn in- 
vestors in other countries. 
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China, 50,000,000 in Hawaii and the United 
States, and 40,000,000 elsewhere. 

In the light of our own computations and these other estimates of 
foreign investments we are inclined to believe that the total foreign 
investments of Japan in 1913 amounted to about 600,000,000 yen, 
including the 100,000,000 yen in the South Manchuria Railway Com- 
pany. In addition, foreign bank balances amounted to about 246,000,- 
000 yen. While these funds lacked the character of permanent invest- 
ments, they yielded interest and are properly to be regarded as foreign 
assets. 

C. International Debt and Investment Position, 1913 

The foreign debt and investment position of Japan at the end of 
1913 is summarized in the table below: 


Indebtedness 
Foreio^n loans 

Foreig-n iinestmeiits in Japan 

Investments* 

Investments abroad 
sSpfcie holdings abroad 


Thousands of Yen 
1 , 969,684 
100,000 

— 2 ,( 169,684 

(> 00,000 

246,175 

846,175 


Net toiclgri indebtedness 


1 , 223,509 


IV. INTERNATIONAL ACCOUNTS, 1914-19 
The accounts for the war period present greater difficulties than 
those for earlier years because of the growing complexity of Japan’s 
international commercial and financial relations. However, we have 
available much more complete data on the invisible, or service, items, 
the Finance Department having begun shortly before the war the 
systematic assembling of data. The practice of publishing these data, 
however, was not begun until 1923, since which date they appear an- 
nually. The figures for the years 1913 to 1922 were made public by 
Junnosuke Inouye, then governor of the Bank of Japan, in an address 
before the Tokyo Commercial College. These figures for the entire 
period 1913-29 are given on pages 405, 408-09. Data are also available 
for most of the capital transactions that occurred during the war years. 

A. Current Income and Outgo 

The Finance Department’s figures for the years 1913 to 1922 may 
be regarded as slightly less precise than those for recent years, but they 
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alfcrd, nevertheless, a very good basis for gauging the momentous 
changes that occurred in Japan’s international economic position dur- 
ing the period of the World War. As in previous years, the most im- 
portant items are of definite record i and the estimates for such items as 
shipping, insurance, and business profits are based on returns from 
operating companies. In the table on pages 405, 408-09 are presented 


Iniernahonal Income and Ouroo, 1914 19 
(In thousands of yen) 

I Income 


Year 

j 

Net Trade 

Shipping j 

Expcndi 
tures of 
r oreign 
Ships in 
Jnjianesc 
TorU 

Government 

Receipts 

Interest and 
Profits^ 

Miscel 

Uneous6 

Total 

1914 

1 - 4 , 6^40 

4 1 500 

11,800 

18,700 

48 100 

22,300 

139,566 

191 S 

17S 8«;7 

61 900 

8,000 

71,500 

49,400 

55 100 

599 757 

1916 

01 040 

175 800 

9,500 

101 600 

87,000 

67 100 

812,040 

1917 

S67,i9^ 

294.900 

12 700 

80,500 

126,600 

120,100 

1,201,993 

1918 

29^ 9S6 

495 iOO 

10,800 

65 600 

160 000 

165 200 

1,189,256 

1919 

-~74,«ig7« 

417,500 

18 500 

52 200 

191,500 

215 300 

840,415 

lotal 

1 328,825 1 

1 508 5(K) ! 

1 71 500 

588,100 

66 5,200 1 

625,100 

4 583,025 


II Outgo 


Year 

N( t Specie 
' Movement 

1 

Port 

Expenses of 
Jap.ineKe 
Ships 
Abroad 

(fovernment 

Payments 

1 Interest 
and 

Dividends^ 

l_ ™ ■ 

Profits 

Miscel 
laneous® j 

Total 

1914 

-20 506 ^ 

16,100 

15 400 

88 500 

8 700 

22 200 

130,594 

1915 

20 150f 

20 500 

15 500 

86 400 

7 400 

25 400 f 

154 650 

1916 

75 156 1 

27,400 

17,800 

74 700 

7,700 

56 400 i 

257 136 

1917 j 

258 126 

55,800 

20 400 

75 900 

9,700 

79 500 

457,726 

1918 

4 142 

50,800 , 

1 52,500 1 

73 900 

11,100 

129,000 

321,442 

1919 ' 

522 445 

' 74,700 1 

i 101 200 1 

80 900 

10 800 

145 000 

755 045 

30181 1 

597 691 

225 too 1 

222,600 J 

480,100 1 

1 55,400 1 

455,500 

2,014,591 


® Includes rcmittanttn fiom Japanese resnlcnts abroad 1 ht profits arc actual receipts 
Includes tourist uuome insurnntt nml miscellaneous receipts 
^ Minus sign indicates net outgo 

Includes interest on governmuit loans and interest an 1 divide n<ls on private siiuntui 
® Includes expenditures by Japanese abroad insurance pa> meats expenses of Japanese enterprises abroad 
and ‘other 

^ Minus sign indicates net income 


the sub-items which make up the larger classes, the very number of 
items indicating the care that has been taken to procure complete and 
inclusive data. 

During the war years, there was a very large trade surplus, though 
the balance turned adverse again in 1919. Earnings from shipping 
increased tenfold, thanks to the doubling of tonnage and operation 
at full capacity and at high rates. Government receipts increased 
markedly, owing to the foreign loans that were made (see table above) 
and the building up of large government and bank balances abroad 
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made possible by the favorable balance and made necessary because of 
the gold embargoes of Europe. Private investments increased steadily 
and insurance receipts showed a similar expansion. 

On the outgo side, the most important items are government pay- 
ments, consisting of interest on foreign loans — in diminishing amounts 
—and miscellaneous outlays for naval and military expenditures, 
notably fuel and explosives, and diplomatic expenses, cable charges, 
etc. The summarized figures for both income and outgo are presented 
here, the full details being shown on pages 405, 408-09. 

For the war period as a whole there was a very large excess of in- 
come from current trade and service operations. Subtracting the ag- 
gregate outgo of 1,416,700,000 yen from the aggregate income of 
3,985,334,000 yen leaves a net surplus of 2,568,634,000 yen. This sum, 
assuming the data to be approximately correct, was available either 
for the liquidation of outstanding loans, or the making of new loans 
and investments abroad. 

B. Current Capital Transactions 

The loan table on page 379 indicates that outstanding obligations 
were reduced during this period to the extent of 247,713,000 yen, 
chiefly as the result of paying off national goveniment loans. On the 
other hand, large loans were made by the Japanese government to 
foreign governmentsj specie holdings abroad were enormously in- 
creased j and numerous private loans were made to foreign companies. 

The government loans to the allied governments are shown in the 
table on page 395. The total of these aggregated a face value of 

657.000. 000 yen. The prices at which they were floated and the 
amounts paid are not known, but the discount probably averaged 
about 6 per cent, which would make the outgo about 61 8,000,000 yen. 
However, the loan of December, 1916, to Great Britain was repaid 
in December, 19^9, which reduces the net outgo for the period to 

518.000. 000 yen."' 

During this period a large number of loans were also made by 
Japanese interests to Chinese government agencies and private enter- 
prises. The details covering all Japanese loans to China for the entire 
period 1909-29 are given in the table on pages 410-r 1 . During the years 
1914-19 the face value of the loans made to governments and enter- 
prises was as follows: 

** One trench loan, dTiiounting to 2,818,000 yen was not made until October, 192a, but 
since the amount is small wc include it here lather than m the accounts for succeeding years. 
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Thousands of Yen 


The central government and its agencies 207,975 

Provincial governments 60,000 

Pi i va te en ter p rises 1 50,000 


Total 417,975 


Of the loans made during these years to the central government 
only 43 j5CX),ooo yen may be classed as secured loans j that is, backed 
by valuable special pledges of revenues. All these loans to China were 
floated considerably below par, probably not yielding to the Chinese 
people more than 90 per cent of the face value. Hence the Japanese 
people probably parted with something like 376,000,000 yen. Since 


All Japanfsf Govlrnmfni Loans to Aiiild Governmlnis 
(In thousands of ven) 




1 .oan 


Repayment 

Borrower and 











horm of 1 oan 

f’ace 

Value 

Date 

'\rnount 

Date 

GRI Al BRl IAIN 

283,430 

— 

283,430 

— 





f 19,052 

1920 

'Freasur) hills 

97,6S0 

JuK-^ug. 


29,289 

1921 

(Paid m dollars) 


1916 


29,289 

1922 

Exchequer bonds 

100,000 

Dec 1916 


00,000 

Dec. 1919 



15,800 

Jan. 1920 

1 reasurv hills 

80, (KK) 

Aug. 1918\ 

] 

20,000 

July 1920 

u u 

5,800 

Jan. 19191' 


[50,000 

Jan. 1921 

IRANCL 

133,160 


133,160 

— 

Exchequer bonds 

50,000 

Jul^ 1917 

1 

r25,(XX) 

25,000 

July 1924 

Dec. 1924 

Trcasur> hills 

26,242 

Oct. 1917] 



“ “ 

1,976 

Oct. 1918 


^H,160 

Oct. 1922 

U (i 

2,124 

Oct 1919( 

120,000 

Oct 1924 

u « 

2,818 

Oit. 1920J 




hxchequer bonds 

50,0(K) 

Nov. 1918 


50,000 

Nov. 1925 

RUSSIA 

240,053 

■— 


Total in default 

1 rtasui y bills 

50,000 

Fib 1916 

Rtnewtd 

Feb. 1917 

15,500 

a U 


u 

Oct. 1917 

a u 

51,167 

Oct. 1917 


— 


U (i 

70,000 

Sept, 1916 

Renewed 

Sept. 1917 

« it 

35,000 

“ 1917 



« 11 

12,152 

Jan.-Aug, 



- 



1917 




« a 

551 

J an.-Aug. 



- 



1917 




(( « 

5,685 

Jan. Aug. 


— 

~ 



1917 




GRAND TOTAL 

656,643 

■— 

416,590 

- 
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approximately 1 0,000^000 yen of these debts was apparently repaid 
during these years (see table, page 410), the net outgo was about 
366,000,000 yen. 

In addition to the loans made abroad, Japan also accumulated very 
large balances in foreign banks. During the war period the embargo 
on gold shipments from other countries made it impossible for Japan 
to receive gold in payment of her favorable balances, and so the pro- 
ceeds were left on deposit in foreign banking institutions, principally in 
London. Reference to the table on page 412 indicates that the balance 
increased between 1914 and 1919 by approximately 1,096, OCX ), 000 
yen. 

The foregoing capital transactions may be summarized as follows: 

Thousands of Yfn 


Loans to allies (net out<^o) 518,000 

Loans to China (net outgo) 366,000 

Increase of foreign bank balan(e 1,096,(100 

Liquidation of foreign obligations 246,000 


Total outgo 2,226,000 


The surplus in the international accounts was 2,568,000,000 yen; 
hence 343,000,000 yen remain unaccounted for. Assuming the figures 
given above to be approximately correct, this sum was theoretically 
available for new investments abroad — in addition to the private loans 
to China, which have already been included. New investments of 
foreigners in Japan were negligible during the war period. 

It is known that there were substantial increases in direct invest- 
ment in China and Manchuria during this period and also in other 
parts of the Orient, particularly in the South Sea Islands. An increase 
amounting to as much as 340, 000, OCX) yen therefore appears not im- 
possible. In 1913, it will be recalled, private loans and investments 
abroad equalled approximately 600,000,000 yen, of which loans com- 
prised about 65,000,000 yen (page 390). Total direct investments 
outstanding in 1919 would thus be about 875,000,CXX) yen. The sub- 
stantia] accuracy of this estimate is supported by the estimated profits 
received during the year 19^9. Of the 131,800,000 yen included 
under the item “remittances from Japanese residents and profits from 
business enterprises ewerseas,"^ something in the neighborhood of 
80,000,000 yen may be regarded as attributable to profits, which 
represents a return of 9 per cent on 875,000,000 yen of investment. 
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If this seems a liberal estimate, it mxist be recalled that 1919 was a 
year of great boom when profits were exceptionally high. 

C. International Debt and Investment Position, 1919 

The net result of all the international transactions of the war period 
upon Japan’s position is shown by the following balance sheet for 
1919. It will be observed that Instead of being a net debtor to the ex- 
tent of 1 , 224 , 000 ,CX )0 yen, as in 1913, Japan had become a net creditor 
to the extent of approximately i,370,ooo,ocxD yen. 


INTFRNAIIONAL DEBT AND INVESTMENT POSITION, 1919 
(In inillionb of yen) 


INDLBlEDNESb 

Foreign invc'itrnents in Japan 100 

} oreign loans 1,722* 

1,822 

INVI SIMINIS 

lapintSL loans to allied governments 5^7* 

Japanese loins to (Inna (to the central and the provinc al govtin- 
rnents) 268*^ 

Pmate loans anti investments 1,02^*' 

Spetic holdings abroad 1,343 

3,253 

Net foreign assets 


" Fftil 1 utstmthng Dcctmbtr 3i, lyio 

* Inrludts ill 1 < int. listt 1 m tht taM< in pigr 410, of which 61 ^20000 yen were nut- 
stinling- in lyit ind vieie thus included in the l^til It in and mvcHtmcnt figure of that veir 

* Tntludes 191 estirmte rf 600^000 000 yen (p ■^90) Use loins of 65,000,000 yen (p tyo) , 
but it doi not includi the Bixtr indemnity 


This tabic does not, as a matter of fact, fully reveal the change that 
occurred in Japan’s general position. It includes the specie holdings 
accumulated abroad, but it does not indicate the substantial increase in 
the country’s gold supply held at home. Between the end of 1915 and 
the end of 1919, Japan imported over 600,000,000 yen in gold, which 
served to strengthen her banking resources and indirectly to improve 
her international financial position. The importation of so large an 
amount of gold has been severely criticized as a matter of policy, 
some holding that it should have been utilized in the liquidation of 
foreign indebtedness. In any event, it is clear that it cannot be ignored 
in estimating the general changes that occurred in Japan’s financial 
status during the war period. 


V. INTERNATIONAL ACCOUNTS, 1920-29 
We divide the period since 1919 into two intervals for the reason 
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that beginning with 1923 the Finance Department publishes more 
detailed figures than before. 

A. Current Income and Outgo, 1920-22 

In the table on this page wc show the principal classes of inter- 
national income and outgo for the three years 1920-22. For detailed 
figures on the invisible items, see pages 405, 408-09. 

Chiefly as a result of the heavy adverse trade balances, the current 
international outgo exceeded the income to the extent of 787,856,000 
yen. 

B. Current Capital Transactions, 1920-22 

The known capital transactions during this period were as follows 
On the receipts side, allied government loans were repaid to the 
extent of 196,590,000 yen (see page 395), and specie holdings abroad 
were drawn down to the extent of 727,617,000 yen (sec page 412), 
making total receipts of 924,207,000 yen. On the other side, govern 
ment and private indebtedness abroad (see page 379) decreased by 
i 7 1,878,000 yen. The excess of receipts was thus 752,329,000 yen 

Attention must, however, be called to a transaction which, while 
increasing the foreign indebtedness, served simultaneously to increase 
investments abroad. On December i, 1920, the Japanese government 
assumed a direct obligation on £12,000,000 of South Manchuria 


InT LRNAIIONAI InCOMF AND Ol I GO, 1020 22 
(In thousinds of >en) 

I Incomt 


Yrar , 

1 Ships an 1 ^ 
1 Shipping'^ 

C»o\crn 

ment 

1 Receipts 

i 

j 

Interest 

1 Profits 
' anl 

Remit 
tances 

Insurinte 

^1 ireigiitrs 
r xpendi 
tures 

i 

Miscel 

lant*ous 

Total 

1920 i 

1921 1 

1922 

i 167 5m) 
216 900 
172 900 

65 000 1 

68 600 j 

51 fon 1 

i 50 500 

46 000 1 
! 28 700 

126 100 
HO 800 
106 t(K) j 

105 800 

82 200 

76 600 

55 ()0O 

3/ 800 

38 600 i 

66 00 

1 

5,100 

837 200 
562 too 
479 900 

Total j 

757 100 ! 

1 185 too 

125 200 i 

1 345 200 

264,600 

132 000 

71 800 

1 879 400 





IT Outgo 








Net 

h xpr nsc'' 

(rovern 

Intertbt 



1 our 



Year 

N(t 

T rd.de 

. 

Sp( cit 

M >vc 
ment 

Japanese 
Ships 
Air a 1 

ment 
Pav 
mint 4 

and 
Divi 
<1( n Is*^ 

Profits 

Insur 

ance 

ists' 

Lxptn 

diturcs 

Miscel 

Uneous 

17 200^ 

Total 

1920 

1 187 780 

416 075 

' 100 500 1 

1 80 000 

77 300 

! 15 300 

97 700 

28 400l 


1 220 255 

1921 

361 317 

141 309 j 

76 800 

57 too 

1 70 600 

17 900 

76 400 

26 500) 

40 900 1 

869 126 

1922 

252 856 

~281«| 

61 900 

91 800 

60 300 

10 300 

68 300| 

28 OOOj 

4 700 

577 875 

Total 

1 001 953 1 

557 103 1 

239 200 

22<> 200 

208 200 

43 500 242 400 

82 900 

62 800 2 667 256 


** Int lucks Jafxinesc shipping earnings and exi>enditurts of foreign ship owners in J ipancsc pc^rts 
^ Includes interest on national government loans 
® Net income 
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Railway Company debentures, issued in 1907, 1908, and 1911 (see 
page 376)5 and which hitherto were merely a contingent liability of 
the government. As compensation for taking over the obligation on 
these bonds, the government received from the South Manchuria 
Railway Company 1175156,000 yen of stock in that company. Inas- 
much as the table showing the total volume of indebtedness outstand- 
ing at the end of each year includes this new obligation, the stock 
acquired as compensation must be brought into the picture as an 
offsetting foreign asset. 

The excess of current outgo over current income from trade and 
service operations equalled 787,856,000 yen. This is approximately 
35,000,000 yen in excess of the net receipts from capital transactions, 
exclusive of the stock acquired in the South Manchuria Railway 
Company. This difference might be accounted for either by a decrease 
of Japanese investments abroad or by an increase of foreign invest- 
ments in Japan. 

The item “remittances from Japanese residents abroad and profits 
from Japanese business enterprises overseas’^ (see page 405) shows a 


Ik'I ERNA riONAL InCOMF AND OuTOo, 1923 -29 
(In thousands of yen) 

I. Income 


Year 

1 . 1 

Spp< le 
Movement' 
(net) 1 

Ship*, 
and 1 
Shipping® 

(lovcrn- 1 
ment j Interest 
Receipt SI 

1 Profits 
and 
Remit 
tames 

1 

In^ur 

ance 

t orcign 
ers' 

Evpen- 

rlitures 

Misetd- 

laneou.s 

Total 

1921 

.S,144 * 

164,691 

31,971 

28,017 

1I2,039| 

75,599 

35,877 i 

12,576 

405,864 

1924^' 

-4, 12l‘^ 

185,479! 

24,3S2 

20,359 

123,044! 

104,267 

47,948 

31, 11.5” 

514,4 43 

102^ 

21,871 

19S,776i 

20,566 

18,850 j 

1 11,198 

117,330 

47,005 

17,214 

571,810 

1926 

34,008 

192,260, 

24,029 

13,196 

122,125 

92,177 

47,873 

17,576 

543,244 

1927 

40,068 1 

190,470 

11,751 

23,108 

120,990 

96.441 

50,169 

16,994 

559,891 

1928 

629 [ 

216.992' 

8,687 

20,481 i 

113,797, 

110,701, 

51,058 

26,789 

551,136 

1929 

2,610 i 

218.531| 

13,208 1 

18,878 

133,254! 

119,988; 

57,983 

18,320 

602 , 795 

Total j 

101,129 i 

1, 19 ^, 202 ! 

n4,5i4 1 

142,891 1 

! 8.58,447 

716.50l| 

339,913 1 

142,584 1 

3,829,183 


II. Outgo 


Y'ear 1 

Trade 

(net) 

Japanese 

Shipping 

Expenses 

Govern 

nient 

Pay 

ments 

Interest ! 
and 

Divi- j 
dends^ 1 

Profits 

Remitted 

insur- 

ance 

Tourists’ 

Expen- 

ditures 

Misccl 
la neons 

Total 

1923 

534,4/9 

60,087 

62,360 

66,053 ! 

6,124 ! 

68,574 

27,055 

671 

825,403 

1924 

646, 167 

67,682 

80,845 

82,469 

6,676 1 

89,033 

28,841 

1,058 

1,002,973 

1925 i 

267,068 

66,900 

87,000 

106,201 

6,864 

97,033 

27,292 

3 , 73 1 

662,089 

1926 

332,756 

67,201 i 

66,861 

103,985 

8,939 

90,014 

25,195 

7,027 

701,978 

1927 

186,836 

67,005 

64,291 

99,643 j 

6,335 

95,890 

33,115 

4,794 

557,909 

1928 

224,359 

78,702 

47,088 

98,853 1 

12,173 

106,019 

37,766 

8,709 

613,669 

1929 

67,621 

79,359 

58,024 

102,868 

14,226 

114,839 

42,718 

7,177 

486,832 

Total 

2,2.59,486 

486,936 

466,469 

6o0,072 

61,337 

661,402 

221,984 

33,167 

4,850,853 


® liurludes Japanese shipping earnings anti expentlilures of foreign ship owners in Japanese ports 
** Net outgo. 

Includes in this ve.ar 1 7 , 754^000 of earthquake contributions. 

” Includes interest on national government loans. 
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3light reduction for these years j but this is presumably accounted for 
by the decline in the rate of profits between the boom year 1919 and 
the depressed year 1922. On the other hand, the fact that there was 
a slight decrease in the item ^‘profits of foreign business enterprises in 
Japan remitted abroad” would indicate a slight increase of foreign 
investments in Japan ^ and this probably accounts for the 35,000,000 
yen in question. 

C. Current Income and Outgo, 1923 •*29 

During these years, the balance of the ordinary income and outgo 
items was continuously adverse, as is shown by the table on page 399, 
which gives the principal items. For detailed figures on the invisible 
items, see pages 405, 40809. 

During these years current outgo greatly exceeded current income j 
the adverse balance in 1924, the peak year, amounting to over 
468,000,000 yen. The aggregate deficiency for the seven-year period 
was 1,021,670,000 yen. 

D. Current Capital Transactions, 1923-29 

Turning now to the capital transactions, we find the following sources 
of income:*^ 

Ihousancls of Yt*n 


Increase of foreign borroA^ings . 7 5 3>698 

British and French Avar debts icdeenu'd 120,000 

Reduction of specie balances SO 1 ,48 3 

Earthquake contributions . 17,7S4 

Ncav foreij^n investments in Japan (estimated) . 100,000 


Total 1,492,93 S 


The first item needs to be reduced somewhat by virtue of the fact 
that the new loans negotiated abroad were sold at a heavy discount. 
Reference to the table on page 376 shows that the £25,000,000 
national government loan of 1924 was floated at 87.5, and the 
$150,000,000 at 92.5, exclusive of commissions. An average yield of 
about 87 may, therefore be regarded as reasonable for the entire 
753, 698, (XX) yen of new loans floated during this period, which 
would give net receipts of 656,000,000 yen. 

The estimate of increased foreign investment in Japan is derived 
from the table on page 408, which shows that the outgo on account of 

“The data covering the reduction ol specie balances are only aAailable thiough lyzS. 
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such investments increased during this period by about 8 ,ooo,ooo yen, 
which capitalized at 8 per cent equals approximately icx), 000,000 
yen. 

Certain new investments were also made abroad during this period. 
The table on pages 410-1 t indicates that loans were made to China in 
1925 amounting to 1,000,000 yen, which were apparently not repaid, 
although their maturity date was 1926. Assuming these loans to have 
been at a discount of 10 per cent, the Japanese parted with approxi* 
mately 900,000 yen. The table on pages 408-10 indicates that there 
must have been some new direct investments abroad during this period, 
since the item *^net profits of business enterprises abroad’’ increased 
from the end of 1923 to the end of 1929 from 59,778,000 to 

80.634.000 yen. A separate figure for 1922 is not available, but since 
the total for this item, which was then combined with remittances 
from foreign residents, was only 5,000,000 yen less in that year than 
in 1923, we may conclude that the income from this source has in- 
creased by something like 23,000,000 yen. Assuming a rate of approxi- 
mately 8 per cent, the increase in investment would have amounted to 
about 265,000,000 yen. 

We have, then, as net receipts from capital transactions 

1.395.925.000 yen, and an outgo from capital transactions amounting 
to 266,000,000 yen. The excess of receipts is approximately 
1,130,000,000 yen. Since the total deficit on current income and outgo 
accounts, as shown by the table on page 399, was 1,021,670,000 yen, 
it will be seen that the net income from capital transactions was more 
than sufficient to cover this amount, leaving about 108,000,000 yen 
still to be accounted for. 

The discrepancy may in fact be somewhat larger than this, since 
the specie balance item is for the end of 1928 Instead of 1929. The 
government did not publish the figures after 1928 because of the 
uneasiness that existed over the problems incident to the resumption 
of the gold standard. It is possible that the sum of 114,000,000 
yen (see page 412) outstanding at the end of 1928 may have been 
entirely utilized in 1929, and if so the discrepancy shown above 
would be proportionally increased. In any event, the disparity between 
the current accounts and the net changes in the known capital trans- 
actions is not very great, and might largely be accounted for by 
short-time commercial or floating credits. 
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E* Itidemmties 

It Is desirable to call attention here to certain foreign assets received 
by Japan as indemnities. As shown in the table on pages 4iO'*l i the in- 
demnities consist of three items: (a) the Boxer indemnity obligation 
fixed in 1901, amounting in 1929 to 36,207,CXX) yeiij (b) treasury 
notes received for the Tsingtao-Tsinanfu Railway, of 40,000,000 yen j 
and (c) treasury notes for compensation of Tsingtao public property 
and salt industry, amounting to 13,500,000 yen. These two latter 
obligations were for the adjustment of Japanese claims in connection 
with former German properties taken over during the World War. 
Interest has been in arrears since 1924. All of these items are fre- 
quently included in Japanese foreign investments. They should 
however, be excluded, not merely because of their origin, but because, 
by an act of 1923 Japan agrees, in common with other countries, to 
devote the proceeds to cultural works in China, and they are entered 
in a special account for this purpose. 

Another item in the nature of an indemnity is the receipt by the 
Japanese government, after the Russo-Japanese War, of an investment 
in the South Manchuria Railway Company amounting to 100 , 000, OCX) 
yen. This has, however, already lx:en brought into our foreign invest* 
ment figures (page 391). 

F. International Debt and Investment Position, 1929 

Before drawing up a statement of the investment position for the 
end of 1929, it is necessary to mention certain foreign assets which 
did not require a direct transfer of wealth from Japan, and are thus 
not included in the foregoing accounts. The most conspicuous case 
is in connection with the South Manchuria Railway. The reserve 
(surplus) accounts of this company in 1930 amounted to 174,330,000 
yen (see balance sheet, page 413). This sum represents that portion 
of the earnings from the time the company came into the possession 
of Japan which was not remitted to Japanese owners, but was retained 
in Manchuria as an addition to the capital resources. The dividend 
item included on the receipts side of the Japanese accounts includes 
only those dividends which were actually remitted. Hence, the 
additions to capital In the form of surplus are not included in the 
international balances. 

For other companies, we possess no data as to profits directly re- 
invested. Since in the main these other investments have been made 
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at later dat<fs and under less favorable conditions than those in the 
Manchuria Railway, it is probable that the reinvestments in the 
form of surplus accounts have not been very large. Since nearly half 
of the private investments abroad are in the South Manchuria Railway 
Company, 75,000,000 yen would appear to be a liberal estimate for 
the surplus accounts of other companies. This would make a total of 
250,000,000 yen for reinvested profits. 

We may now present a comparative statement of Japan’s inter- 
national debt and investment position at the end of 1929. 

I ndebtedness : Millions of Yen 


Foreign loans 

2,304 

Foreign investments m Japan 

245 “ 


2,549 

Investments; 


Loans to China (serureil) 

94!* 

Other loans and investments 

1 , 657 " 


1,751 

Net foreign Indebtedness 

798 

‘The sum of 100,000,000 yen (1919 estimate) plus 45,000,000 

(1919-22 estimate) plus 


100,000,000 (192:1-29 estimate). 

^Outstanding it end of 1^2^ (table, pages 410-11). 

sum of 1,02 000, 000 (1919 estimate) plus 1 17,1 <;6, 000 (stock in Manchuria Rail- 
w iv) (page :i9g) plus 26<I, 000,000 (1922-29 estimite) plus 250,000,000 estim ited profits 
rt Investt d. 

In addition there are bad debts as follows: 

Yen 

Loams to Russia 240,053,067 

Loans to China (to the rential and the provincial governments) 270,9 32,000 


Total 510,985,067 

All of the Russian bonds are in hopeless default. Of the many 
Joans to the Chinese government only the amount stated in the state- 
ment given above is secured in such a way as to warrant any reasSonable 
expectation of repayment. The bulk of the remainder was made 
during the war years, most of them by private institutions, with gov- 
ernment encouragement and for essentially political purposes. This 
was particularly true of the so-called “Nishihara loans.’^ In 1926 the 
Japanese Diet passed a law requiring the government to take over 
these loans to the extent of 100,000,000 yen, plus interest. They have 
thus already virtually been written off as an asset. Many of the loans 
to Chinese enterprises, included in the statement on pages 410-11, are 
also of doubtful value. 
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The period from 1919 to 1929 thus witnessed another great shift 
in Japan’s international debt and investment position. A net creditor 
in 1919 to the extent of 1,371,000,000 yen, by the end of 1929 Japan 
had become a net debtor to the extent of 798,000,000 yen — a shift 
of 2,109,000,000 yen. The country’s internal gold position has, how- 
ever,^ been strengthened somewhat by virtue of the fact that a sub- 
stantial part of the foreign specie balances had been transferred to 
Japan rather than utilized in meeting foreign obligations. 

It remains to compare the above figures with certain other estimates 
of the amount of Japanese investments abroad which have been made 
for recent years. The Japan-China Industrial Association, after a 
careful study, put the total of Japanese investments in China and 
Manchuria for 1926 at 1,831,965,000 yen. Professor Carl F. Remer 
and his associated Japanese committee, above referred to, have 
computed the total business investments in China and Manchuria for 
1930 at 1,826,000,000 yen, of which 1,748,259,000 was direct business 
investments and 77,428,000 was investments in Chinese corporations. 
Over 60 per cent of the total is credited to Manchuria. These invest- 
ments were distributed by industries as follows: 

rjiou^ands of Ytn 


Transportation 419,389 

Public utilities 5 0,000 

Mininp^ 214,930 

ManufvU turintf 3 3 9,? 8 7 

Banking" and finance 147,614 

Real estate 14 5,990 

Imports and exports 365,927 

M is( cllaneous 142,5 50 


Total 1,82 5,68 7 


These figures, it will be noted, arc for Manchuria and China alone. 
If investments elsewhere were added these estimates would be 
increased by something like 200,000,000 yen, making a total of about 
2,000,000,000 yen. For the end of 1924, Mr. Inouye’^ estimates 

133.955.000 in the South Pacific area, of which 108,896,000 is in 
plantation undertakings in the Malay Peninsula and the East Indies j 

3.684.000 yen in Philippine plantations; and 21,375,000 yen in other 
undertakings. The value of these plantation investments fluctuates 
widely with the price of rubber; at present, they would be difficult to 
sell at any price. Business investments of Japanese (living in Japan) 

P/r/A/rwv oj the Japanese Exchangiy 1^14-26* 
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Imernational Invisible Inxome and Oligo Accolnts, 1913-22 
(In thousands of Aen') 

I. Income 
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Compiled by the Japanese Department of Finance 



in Hawaii and the United States have probably not greatly increased 
since 1913, when the amount was estimated at 50,CX)0,000 yen. 

We are inclined to believe that estimates by the direct method are 
likely to give a high figure. Relatively high valuations are likely to 
be assumed, and there is danger of duplication where investments in 
certain enterprises are held by other companies whose assets are 
already included, as in the case of the South Manchuria Railway 
Company (see list of investments, page 413). In any event our 
calculations on the basis of the international trade and financial ac- 
counts, arrive at results surprisingly close to those reached by the 
direct method, A figure from 1,800,000,000 to 2,000,000,000 yen, 
exclusive of government loans of doubtful value, may therefore be 
regarded as substantially accurate. 

Attention should be called at this place to the fact that throughout 
the foregoing analysis the international accounts of the colonies have 
been ignored — except for specie movements which are included with 
the figures for Japan proper. The trade balance of the colonics with 
lurcign countries, as the appendix tables show, has been heavily ad- 
verse, particularly in recent years. 



iKTEllNATIONAL MovEMENT OF SPECIE, 1S72“-1929» 
(In thousands of yen) 


Year 

Geld 1 

1 Silver 

Net 

Sj>ecie 

Movement” 

Exports 

Xtnports 

Net Gold 
Movement^ 

Exports 

Imports 

Kct Silver 

Movement” 

1872 

i 2,684 



2,684 

1,796 

3,691 

-1,895 

789 

I87.i 

i 2,614 

2,014 

600 

2,508 

1,066 

1,442 

2,042 

1874 

8,125 

2 

8,123 

5,868 

1,069 

4.799 i 

12,922 

1875 

10,602 

26 

10,576 

4,060 

272 

3,788 

14,364 

1876 

5,871 

721 

5,150 

4,803 

7,545 

-2,742 

2,408 

1877. 

6,221 

162 

6.059 

3,219 

2,011 

1,208 

7,267 

1878 

4,600 


4,600 

3,726 

2,188 

1,538 

6.138 

1879 

4,748 

731 

4,017 

8,029 

2,403 

5,626 

9,643 

1880 

5,887 

20 

5,867 

7.314 

3,617 

3,717 1 

9,584 

1881 

2,246 

. — 

2,246 

5,243 

1,856 

3,387 

5,633 

1882 

1,250 

— . 

1,250 

3,179 

6,160 

-2,981 

-1,731 

1883 

1,009 

— 

1,009 

2,147 

5,450 

-3,301 

-2.294 

1884 

1,423 ; 

299 

1,124 

3,581 i 

5,312 

-1,731 

-607 

1885 

492 

608 

-116 

3,764 ! 

6,938 

-3,174 

-3.290 

1886 

302 

1 , 158 

- 856 

9,123 : 

8,012 

1,111 

455 

mi 

86 

1,259 

-1,1/3 

10,949 

7,612 

3,3W 

2,164 

1888 

450 

1,202 

-752 

7,383 

7,529 

-146 

-898 

1889 

268 

749 

-481 

4,921 

13,421 

-8,502 

-8,983 

1890 

! 1,687 

360 

1,327 

12,090 

840 

11,250 

12,577 

1891 

1 2^0 

282 

^52 

1,221 

11,605 

-12,382 

-12,414 

1892 

1 8,544 

195 

8,149 

1,185 

22,488 1 

-21,303 

-11,154 

1893 

1 2 , 302 

497 

1,805 

9,986 1 

10,689 

- 701 

1 , 102 

1894 

1 '^,'^47 

556 

2,991 

30,831 

26,227 

4,604 

7,595 

1895 

2,791 

1,029 

1,762 

24,509 

4,844 

19,665 

21,427 

1896 

2,002 

10,224 

-8,222 

9,807 : 

34,317 

-24,510 

- 32,732 

1897 

8,861 

64,317 

-55,454 

10,987 

21,079 

-12,092 

-67,546 

1898 

46,280 

37,049 

9,211 

42,816 

11,103 

31,511 

40,744 

1899 

1 8,768 

20,085 

-11,317 

4,897 

3,615 

1,282 

-10,015 

1900 

51,786 

8,975 

42,811 i 

7,716 

4,009 

1 , 707 

46,518 

1901 

11,477 

10,656 

821 

4,075 

1,237 

2,818 

3,659 

1902 

451 

10,185 

-29,712 

2,527 

6,406 

- 1,879 

-33,611 

1901 

1 16,69H 

25,155 

- 8,657 

3,241 

3,905 

-662 

-9,319 

1904 

1 106,028 

5,606 

100,422 

2,961 

28,829 

-25,866 

74,556 

1905 

1 14.781 

20,200 

-5,417 

2,801 

11,761 

-8,960 

-14,177 

1906 

21,044 

17,021 

-11,977 

4,929 

10,211 1 

-5,284 

-19,261 

1907 

18,720 

6.972 

11,748 

298 

1,624 

-1,126 

10,422 

1908 

1,665 

16,901 

-11,238 

175 

3,192 

-3,217 

- 16,455 

1909 

6,44/ 

78,752 

-72,305 

294 

841 

-547 

-72.852 

1910 

' 22,576 

17,494 

5,082 

2,614 

1 180 

2,454 

7,536 

1911 

1 21,801 

4,941 

16,860 

2,642 

1,269 

1,171 

18,233 

1912 

1 21,201 

10,184 

10,817 

7,164 

1 1,101 

5,861 

16,678 

1913 

1 20,703 

979 

19 724 

6,400 

146 

6,254 

25,978 

1914 

1 26,018 

7,121 

18,915 

3,628 

2,217 

1.391 

20,306 

1915 

, 40,674 ! 

24,287 

16,187 

4,112 

369 

3,761 

20,150 

1916 

22,446 

101,064 

- 78,618 

6,772 

1,290 

5,482 

-73,116 

1917 , 

j 150,711 

387.032 

-216,121 

1,188 

5 , 293 

-2,105 

-238,426 

1918 ’ 

921 

1 867 

54 

15 

4,211 

-4,196 

-4,142 

1919 1 

1,485 

125,783 

-324,298 

1,568 

1,713 

1,855 

-322,441 

1920 

10 

407,511 

-407,521 

1,887 

12,441 

-8,554 

-416,075 

1921 


132,511 

- 132,511 

— 

8,778 

-8,7/8 

-141,109 

1922 

_ 

1,092 

-1,092 

2,r9 

806 

1,373 

281 

1923 

264 

118 

126 

5,200 

182 

5,018 

5,144 

1924 

6 

26 

-20 

— 

4,101 

-4,101 

-4,121 

1925 

22,068 

81 

21,987 

216 

352 

- 116 

21,871 

1926 

32,100 

291 

11,807 

1,796 

1,595 

2,201 

14,008 

1927 

36,107 

Hi 

35,994 

13,572 

8,598 

4,974 

1 40,968 

1928 

— 

441 

-443 

3,436 

2,364 

1,072 

629 

1929 

— 

547 

-547 

3,490 

113 

3,177 

2,630 


^ Japanese Department of Finance, Book of Reference on Financtal 1872 to 1928 The figures for 1929 

arr compile ti from the monthly reports of the foreign trade of Japan, Taman, and Chosen 
^ The minus sign indicates net imports 



Ijtternational Lntvisible Income and Outgo Accounts, 1923-29® 
(Id thousands of yen) 

I. Income 
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Japanese Department of Finance, Book of Reference on Ftnanaal Affairs, I930. 



CmwESE IvrmnrzmMSB 
(In thousands 


Type of Obligation 

Pate 

Contracted 

Maturity 

Date 

' 

Amount 
of Loan 

JAPANESE Loans to CHINESE GOVERNMENT 

Secured 

5% Hsmmintun Mukden Railway loan 

Aug 1909 

Sept 1927 

94, m 
320 

5% Reorganuation Gold loan 

Apr 1913 

Apr I960 

50 000 

5% Ssupingkai Changchun Railway, public debentures 

5% klruv-t hangehun Railway loan 

Dec 1915 

May 1956 

5,000 

Oct 1917 

Oct 1946 

6,500 

9% Ssupingkai Taonan Railway, short term loan 

Sept 1919 

May 1926 

32,000 

9% Kinn Changchun Railway loan 

May 1925 

May 1926 

1,000 

Unsecured * ** 

2% Hanyang Arsenal loan® 

Jan 1920 

Dec 1920 

Z2t,S'y5 

300 

Peking Hankow Railway loan 

Mar 1911 

Mar 1936 

10,000 

7% Loan for ammunition purchased by Mimster of War 

Pec 1915 

June 1922 

1,822 

10% Loan for military equipment purchased by Mimster of War 

Dee 1915 

Nov 1920 

1,935 

10% Treasury notes for military expenses — Provisional (»overn 

men! of Nanking 

Dec 1915 

Apr 1920 

2,000 

7% first Arms loan 

Dec 1917 

Sept 1927 

18,716 

10% Bureau of Printing and Engraving loan 

Jan 1918 

Jan 1926 

2,000 

8®o Treasury Notes for arms ordered by Shensi detained by 

War Participation Bureau 

Nov 1917 

Nov 1922 

1,070 

9% Telegraph loan 

Apr 1918 

Apr 1927 

20 000 

Ti% Advance for construction of Kinn Iluening Railway 

June 1918 

d 

10,000 

7J% Gold Mines and Forests loan of Kinn and Heilungkiang 

Aug 1918 

Aug 1928 

>0 000 

8% Advance for construction of four Railways in Manchuria 

and Mongolia 

Sept 1918 

d 

20 OOU 

8% Advance for construction of Chi Shun and Kao Hsu Rail 

ways 

7% W'ar Participation loan 

Sept 1918 

Sept 1918 

d 

Sept 1927 

20,000 

20 000 

7 % Second Arms loan 

Sept 1918 

Sept 1927 

13,365 

9% Peking Suiyuan Railway loan 

Dec 1918 

Sept 1927 

3,000 

8% Loan foi ammunition purchased by Minister of Navy 

Apr 1919 

Sept 1923 

467 

Loan for eclucational expenses® 

Loan for expenses of Military Attach^, Chintse Legation, 
Tok>o^ 

Nov 1919 

Sept 1923 

100 

Jan 1920 

Sept 1923 

30 

8% Loan for materials, Training C amp f ronticr I >tfen'<t Army 

May 1920 

Nov 1921 

50 

8% 'Irtasury notes for insurance on shipment of ammunition 

for North West Expedition 

May 1920 

May 1921 

91 

8% Shensi Copper Mint loan 

Sept 1920 1 

Dec 1925 

3,000 

8% Treasury notes, Hua Ning Company 

Internal $90,0001)00 loan (Japan's share) 

10% Peking Suiyuan Railway loan 

Apr 1921 

Nov 1925 

1 000 

1922 
Apr 1921 

1929 
Nov 1924 

39 , 609 

3 000 

TOTAL 

JAPANESE LOANS lO PROVINCIAL GOVIRNMENTS 

JAPANESE LOANS TO PRIVATE ENllRPKlbEE (estimated) 

OBLIGATIONS TO JAPAN NOT RESULIINC FROM 1 OANS 

4% Boxer indemnity 

Jui> 1901 

19)5 

315,375 

60 000 
150,000 

48,954 

6% Treasury notes of the Jsingtao Tsmanfu Railway 

Dec 1922 

Mar 1938 

40,000 

6% Treasury notes for compensation of Tsingtao Tsmanfu 

public property and salt industry 

TOTAL OBLK.ATIONb OTHER THAN LOANS 

ALL OBLK.ATIONS 

Mar 1923 

1938 

14,000 

102,054 

628,329 


* Some of the other loans are nominally stcurejl, but in this list are included only ‘those for which the 
security may be regarded as reasonably good 

In addition to the loans here listed, loans for meeting interest instalments have been made to a total of 
6'?, 0 : 17 , 4^3 yen The practice of making such loans ceased in xyis They arc not included in the table, first, 
beiaufic they represent no outlay on the part of Japan, and second, because they arc worth no more than other 
arrears of interest not covered by loans 




TO Japan 

of yen) 


Amount 
Out- 
standing 
at End of 
1925 

Interest 
in Ar- 
rears at 
End of 
1925 

I 

Overihic 

from 

Security 

Creditor 

36 

2,070 


Railway properties and revenue 

i South Manchuria Railway Com- 

48.990 





(1) Gabelle revenue (2) Customs 

[ Yokohama Specie Bank (nsaued In 

5,000 



Railway propertieR and revenue 

London and Paris) 

Yokohama Specie Bank 

6,500 

— 

— 

Railway properties and revenue 

South Manchuria Railway Com- 

s?2,000 

2,880 


Railway proj^crtics and revenue 

South Manchuria Railway Com- 

1,000 

90 


Railway proOts 

South Manchuria Railway Com- 

2JfJ,P32 

200 

15,067 

161 

July 1920 


pany 

Oriental Trading Company 
Yokohama SpeeicBank 

9,. HO 

1,362 

Tax revenues — Kiangsu Province 

8.3 

102 

June 1922 

Treasury notes guaranteed by to- 

Tai JHei Comi^ny 

1,188 

I 1,352 

Dec. 1915 

bacco and wine Ucenacs 

Treasury note.s 

Mitsui-Bussan-Kaisha 

1,505 

i 1,314 

Apr 1920 

Treasury notes 

Mitsui-Bussan Kaisha 

18,716 

i 406 

Sept 1920 1 

Treasury notes 

Tai Hci ('om;>any 

2,589 

1 556 

Jan 1924 i 

Proi>t*rty of Bureau of Printing and 

Mitsui-Bussan-Kaisha 

1,070 

284 

Jan 1923 1 

Engraving 

Treasury notes 

Tai Hei Comjmny 

20,000 

1,186 ! 

July 1924 

All property and revenue, Chinese 
Telegraph Administration 
Treasury notes 

Exchange Bank of China 

10,000 

376 

Dec 1924 

Bank of Taiwan, Bank of Chosen, 

30,000 

1,164 

July 1924 

Gold mines, forests, and revenues, 

^ and Industrial Bank of Japan 
Exchange Bank of China 

20,000 

815 

Oct 1924 

Kirin and Heilungkiang provinces 

I'rcasurj' note.s 

Bank of Taiwan, Bank of Chosen, 

i0,0(K) 

815 

Oct 1924 

Treasury notes 

and Industrial Bank of Japan 
Bank of Taiwan, Bank of Chosen, 

20,000 

416 

Sept 1920 

Treasury notes 

and Industrial Bank of Japan 
Bank of Taiwan, Bank of Chosen, 

13. -165 

290 

Feb 1919 

Treasury notes i 

and Industrial Bank of Japan 

Tai Hei Company 

East Asia Industrial Company 

2,200 

1,121 


Chinese government bonds 

467 : 

260 

Apr 1920 

Mitsubishi Trading Company 

100 

55 

heb 1922 


Bank of Taiwan 

30 

15 

July 1920 
May 1921 


Mitsubishi Bank 

50 1 

22 

No security ! 

Tai Hei Comjany 

91 

40 

May 1921 

Treasury notes 

Tai Hci Comr>any 

3,000 

1,038 

July 1923 

Eight year bonds, 3,000,000,— 

East Asia Industrial Company 

1,4S9K 

523 

Nov 1921 

treasury notes, 1,000,000 

Treasury notes 

Okura and Com{»any 

32,479 

— 

— 

Surplus left of salt reaerve 

Various firms 

?,ooo 

1,194 


Chinese government bonds 

East Asia Industrial Company 

304,458 

40,880 i 

18,037 

— 

(1) Customs (2) Gabelle Revenue 

Japanese Governraeut 

40,000 

1,200 


Railw'ay properties and revenue 

jaianese Government 

13,500 

1,079 

Sept 1924 

Treasury notes 

Japanese Government 

94,380 

398,838 

2,279 

I 20,3X6 





” 1.6 per lent per month 
‘‘ ronclnsion of formal contract. 

2 o6 sen per diem. 

^ 2.05 sen per diem. 

K The increase indicates a subsequeni loan. 
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Specif Hoi dings of Japan, 191) ^ 29® 
(In thousands of yen) 



Owned by 


Held 

At I nd 

_ — . 


lotil 



— 

of \ ear 

Govern 

ment 

Bank of 
Japan 

Holdings 

At Home^ 

Abroad 

190^ 

6,191 

133,002 

139,193 

120,4(X) 

18,791 

t9(H 

624 

96,321 

96,945 

26,427 

70,518 

IWS 

36^549 

115,827 

479,176 

36,764 

442,412 

]<K )6 

291,061 

202,796 

494, 7S7 

53,831 

440,923 

1907 

2^7, 0^5 

208,15cS 

44S,I91 

44,562 

400,631 

1908 

165,923 

225,686 

391 ,609 

61,840 

329,769 

1909 

144,304 

301,6 39 

445,943 

116 680 

329,263 

1910 

201 , 591 

270,408 

471,999 

ts5,126 

336,873 

1911 

112,668 

2S1,417 

364,085 

132,854 

2 31,2 31 

1912 

82,094 

268,656 

350,750 

1 36,035 

214,715 

19H 

90 9S2 

285,510 

176,492 

1 10,116 

246 176 

1914 

49,402 

291 717 

341,119 

128,509 

212,610 

191S 

153 4?^ 

362,659 

516,082 

136,785 

379,297 

1916 i 

261,814 

452,630 

714,444 

227,504 

486,940 

1917 1 

386,169 

718,668 

1,104,837 

461,345 

643,492 

1918 1 

854.568 

733,102 

1 , 587 670 

4^2 602 

4,4 35,068 

1919 

1,050,794 

994,354 

2,045,148 

702,048 

1,34 3,100 

1920 1 

886,989 

1,291,636 

2,178,625 

1 , 116 , m 

1 , 062 , 3 >6 

1921 1 

7^,908 

1,289,536 

2,080,444 

1,225,319 

855,125 

1922 1 

666,958 

I 1,163,234 

1 ,830,192 

1,214,709 

615,48 3 

192 S i 

525,482 

1,127,328 

1,652,810 

1,208, 311 

444,499 

1924 

424, (MX) 

i 1,077,000 

1,501,()(X) 

1,175,000 

326,000 

1925 1 

343 000 

1,070,0(K) 

1,41 3 000 

1,155,()(X) 

258,(K)() 

1926 

28 3,CX)0 

1,071,{X)0 

1 357,000 

1,127,000 

230,000 

1927 

192, OCX) 

1,081 ,0(K) 

1,273,000 

l,087,(X)0 

186,000 

1928 

115,000 1 

1,084, (XX) 

1,199,000 

1,085,000 

114,000 

1929*- ! 

1 






® Compiled from the Japincsc Department of 1 mimt, Book oj Refuence on Ftnancial 
AJf(it7S rht figures for the )eirs before 1903 art not preeiselv known 
' After August, 1922 , il) of the Bank of Japan s reserve was held at home Pi 101 to th if, 
the holdings abroad ringed from iround 100 , 000,000 to 2 oo,ooo,ox) >en 
'■ Not published foi re isons of high policy 
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Balance Sheet of South Manchuria Railway Company, March 31, 1930 

(In yen) 


assets 


Subscribed capital uncalled 

- . . 52,844,000 

Fixed assets (railway, collieries, plant, etc.) 

716,201,517 

Merchandise (coal, iron, etc.) 

6,686,120 

Materials and supplies 

. . 8,323,454 

Bonds and stocks , 

94,226,837 

Cash , ... 

192,878 

Deposits . . . , , 

. . . 33,963,269 

69,265,704 

Loans . . . . , . . 

Due from other concerns 

610,856 

Securities deposited as guaranty. . 

6,400,718 

Guaranty fund.s ... 

12,770 

Bills receivable 

7,333,763 

Exchange accounts . , . . , 

60,904 

Accounts receivable 

54,816,123 

23,330,443 

Suspense payments .... 

Construction and repairs account . . . 

2,083,687 

Discount and charges on debentures issued 

11,084,615 

'Potal assets . ... 

. 1,087,437,658 

liabilities 

Capital sub.scribcd 

440,000,000 

Legal reserve 

22,430,000 

Special reserve 

145,400,000 

Reserve for employees’ pension 

(>,500,000 

Debentures 

277,102,000 

Due to other concerns 

1,000,865 

Securities deposited as guaranty 

12,350 

(juaranty funds 

4,124,777 

Hills payable . . . , 

22,000,000 

Exchange accounts 

38,376 

Employees’ savings deposits 

8,226,953 
. . . . 36,905,670 

Employees’ caution money 

Employees’ mutual relief funds 

4,719,510 

-Accounts payable 

59,322,557 

Matured debentures unpaid 

61,600 

Suspense receipts 

3,892,948 

Balance brovight forward from previous year 

10,194,195 

Net profit for the year 

45,505,857 

Total liabilities 

.. 1,087,437,658 


Invcsi'mints of the South Manchuria Railway Company, 1925 and 19v?0 


1 

Type 

March, 1925 
(In yen) 

March, 1930 
(In yen) 

DIRhC r INVEST MEN! 


573 , 288,098 

716 , 201,517 

Railway . , . 

J\>rrs 

Mine 

Iron foundry 

Others 


211,457,091 

43,480,706 

125,129,021 

39,504,284 

153,716,996 

261,882,378 

78,093,974 

112,276,860 

27,127,138 

236,821,163 

security HOLDlNCiS 


18 , 091,628 

j 94 , 226,837 

loans 


62 , 390,599 

69 , 265,704 

TOTAL , , . . 


653 , 770,325 

879 , 694,058 
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Japane'te Government, Staitsitcs o\ DeparimtTU of Agnculture and Forestry 




2 * Rice Production in Japan Proper, 1877-1929^ 


Period 

Thousands 
of Bushels 
Produced 

Acres 

Cultivated 

Yield per 

Acre 

(In bushels) 

1887-91 (Average) 

184,424 



1894-% (Average) . 

203*224 



1909-13 (Average) 

257,258 

7,299,792 

35.2 

1914 

291,834 

7,433,877 

39.3 

1915 

286,295 

7,490,729 

38.2 

1916 ... 

299,184 

7,526,504 

. 39.7 

1917 .. . ... 

279,350 

7,556,604 

37.0 

1918 

280,027 

7,579,508 

30.9 

1919 

311,349 

7,608,527 

40.9 

1920 

323,583 

7,662,199 

42.2 

1921 

282,485 

7,682,687 

36.8 

1922 ... 

3l0,710 

7,697,078 

40.4 

1923 ... ... 

283,835 

7,713,728 

j 36.8 

1924 . 

292,672 

7,701,359 

38.0 

1925. . 

305,642 

7,729,111 

' 39.5 

1926 

284,596 

7,739,975 

1 36.8 

1927... 

1 317,932 

7,778,228 

40 9 

1928 

1 308,709 

7,819,397 

39.5 

1929 

i 305,458 

7,865,281 

38.8 


» Japanese Government, Stattstus of Department of A^uidlure and Forestry. The figures 
are for “rough’* rice. 


3. Production of Soy and Red Beans in Japan Proper, 180TT929* 


Period 

Thousands 
of Bushels 
Produced 

Acres 

Under 

Cultivation 

Yield per 

Acre 

(In bushels) 

1894-98 (Average) . . 

18,783 



1909-1 3 (Average) 

22,253 

1,516,167 

14.7 

1914. , . . 

j 23,436 

1,457,205 

16.1 

1915 . . 

’ 24,419 

1,474,692 

16.6 

1916 

23,738 

1,467,075 

16 2 

1917.. 

22,914 

1,366,001 

t() 8 

1918 . 

21,818 

1,352,828 

16 1 

1919 . . 

24;619 

1,361,239 

18 1 

1920 . 

27,327 

1,504,286 

18.2 

1921 

28,115 

1,532,449 

18.3 

1922 

23,492 

1,435,010 

16.4 

1923, . 

22,131 

' 1,376,688 

16.1 

1924 

21,204 

1,313,029 

16.1 

1925 . . 

23,902 

1,290,761 

18.5 

1926 

18,813 

1,257,942 

15.0 

1927 . . 

21,194 

1,218,736 

17.4 

1928 .... 

19,003 

1,200,461 

15.8 

1929 

17,487 




• Japanese Government, Statistics of Department of Agriculture and Forestry, 
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4, Production of Potatoes Japan Pj^oper, 190^28* 



Sweet Potatoes 

White Potatoes f 

Period 

Thou- i 

Acres 

Yield 

Thou- 

Acres 

Yield 

sands 

under 

per Acre 

sands 

under 

per Acre 


of 

Cultiva- 

(In 

of 

Cultiva- 

(In 


Bushels 

tion 

bushels) 

Bushels 

tion 

bushels) 

1905^-13 (Average),... 

131,279 

729,659 

179.9 

24,737 

169,476 

144.2 

5914 

135,180 

747,498 

180.8 

32,311 

205,413 

157,3 

5915 

145,449 

753,262 

193.2 

35,102 

224,553 

156.3 

1916 

150,463 

758,6.34 

198.3 

38,611 

253,883 

152.1 

1917.. . 

1,17,832 

760,9.35 

181.1 

47,615 

299,110 

159.2 

1918 

151,358 

769,549 

196.7 

44,632 

323,713 i 

137 9 

Idl9 

164,067 1 

784,898 

209.0 

67,233 

382,228 

175.9 

1920 

163,043 

781,276 

208 7 

39,735 

296,591 

134.0 

1921 i 

144,766 

741,805 

195.2 

39,504 

255,530 

154.6 

1922 .. . 1 

138,480 

712,602 

194.3 

33,633 

247,364 

136.0 

1923 . . . ! 

140,456 

723,363 

194.2 

31,468 

237,916 

132.3 

1924.. 

131,773 

707,868 

186.2 

32,152 

230,241 

139.6 

1925 . . 

137,158 

700,349 

195.8 

35,781 

238,470 

150.0 

1926 

122,069 

677,986 

180.0 

31,510 

238,696 

132 0 

1927.. . . .. 

121,112 1 

668,850 

181.1 

34,463 

239,659 

143.8 

1928 

125,410 i 

662,084 

189.4 

33,925 

237,419 

142.9 


" Japanese Government, Statistus of Department of Agriculture and Forestry. 


5, Production of Silk Cocoons and Raw Silk in Japan Proper, 1894-1 929* 
(In thousands of pounds) 


Period 

Cocoons 

Raw Silk 

Period 

Cocoons 

Raw Silk 

1894' 98 (Average) 

165,946 

12,999 

1920 

1921 . 

523,562 

.523,5.31 

48,228 

51,576 

1909-13 (Average) 

344,072 

27,905 

1922 

1923 . 

500,161 

574,885 

610,257 

52,890 

55,852 

1914 

364,760 ! 

31,0.50 

1924. . 

62,640 

1915 . 

384,203 

33,447 

1925 

701,040 

68,486 

1916 

471,918 

37, .366 

1926 

716,960 

75,723 

1917 

526,644 

43,960 

1927 

751,160 

81,680 

1918. 

564,803 

47,192 

1928 

775,850 

87,500 

1919 . 

597,042 

52,576 

1929 . , 

844,00.3 

93,106 


* Japanese Department of Agriculture and Forestry, Statistics of Cocoons^ and Statistics 
of Silk and Floss Silk. 
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6. Fiax Production in Japan Proper, 1909-^29* 


^ Period 

Thousands 
of Pounds 

Period 

Thousands 
of Pounds 

1909-13 (Average) 

30,002 

1921 

113,539 


1922 

57,106 

1914 

63,698 

1923 

64,420 

1915 

71,S98 

1924 

48,485 

1916 

104,018 

1923 

74,042 

1917 

101 ,411 

1926 

70,640 

1918 

143,022 

1927 

19,326 

1919 

104,109 

1928 

29,331 

1920 

145,063 

1929 

38,903 


* Japanese Government, Statistics of Department of Agriculture and Fotcitry 


7 Prodtciion of Mffals in Japan Propfr, 1877 1929“ 

((lold in troy ounces, silver in thousands of trov ounces, other metals m 
thousands of pounds) 


Period 


1877-81 ('\verige) 
1893 97 (Average) 
\m 13 (Avenge) 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 


Ciold 

Sliver 

9 323 1 

373 

28, %9 

2,141 

IS2,148 

4,526 

231,116 

266,683 

2S3,662 

227,499 

247,391 

233,770 

4,833 

S,12() 

5,809 

7,112 

6,6(K) 

5,163 

248,106 
237,1 39 i 
241,966 
247,274 I 
244 372 j 

4,892 

4,188 

3,959 

3,597 

3,542 

272 no 
292,483 
308,758 
334,060 
33S,123 

4,057 

4,718 

4,531 

5,145 

5,164 


Copper 

leid 

9,819 

601 

42,983 

3,189 

122,351 

00 

155,345 

166,263 

221,863 

238,183 

199,168 

172,938 

10,057 

10,503 

25,068 

34,848 

23,553 

12,722 

149,456 

I2l,l(>() 

119,327 

130,855 

138,942 

9,187 

6,917 

7,140 

5,951 

6,484 

146,579 

148,515 

146,764 

150,427 

166,379 

7,356 

7,958 

7,482 

8,053 

7,438 


/ me 

Im 

- 

98 

- 

63 

13,036 

213 

46,587 

753 

85,965 

557 

120,633 

467 

87,999 1 

370 

43,687 1 

222 

34,711 

451 

22 869 ! 

648 

27,615 i 

631 

30,380 

672 

31,016 

763 

37,368 

862 

37,419 

1,201 

38,578 

1 ,496 

42,146 

t,f>42 

48,720 

364 


Japanese Department of Commerce and Industry, Bureau of Mines, The Trend of the 
Mining Indu stiy of Japan 
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8, Production of Ores in Japan Proper, 1893-1929^ 
(In metric tons) 


Period 

Iron 

Ore 

Manganese 1 
Ore 

Sulphur 

Ore 

Iron 

Pyrites 

Scheelite 

l«93-97 (Average) 

'' 

16,043 

— 

7,624 

— 

1909’-13 (Average) 

— 

12,045 

— 

73,077 

131 

1914 

121,636 

17,066 

8,835 

115,775 

195 

1915 

118,955 

2S,8C)7 

17,172 

67,534 

371 

1916 

139,953 

49,307 

21,478 

91,017 

697 

1917 

267,594 

51,370 

13,578 

121,365 

731 

1918 

378,114 

56,987 

21,150 

105,755 

604 

1919 

362,949 

22,874 

16,766 

126,998 

529 

1920 

314,858 

5,471 

28,170 

138,406 

153 

1921 

86,977 

3,877 

30,631 

94,984 


1922 

39,744 

4,436 

42,089 

161,502 


1923 

55,174 

5,494 

36,323 

226,067 


1924 

57,922 

7,582 

I 

51,709 

220,457 


1925 

75,765 

i 12,037 

43,104 

312,629 


1920 

i 110,420 

15,206 

47,292 

417,513 

15 

1927 

159, OOS 

27,558 

16,770 

506,087 

41 

1928 

157,700 

17,693 

13,319 

593,976 

50 

1929 

177,556 

18,446 

15,087 

618,74^ 

I 56 


® Japanese Department of Comnurce and Industry, Mining Bureau, The Tr end oj Mm- 
tn^ Industry of Japan, 


9. Froduciion of Crudf On in Japan Propfr, 1877 1929® 


Period 

Thousands 
of Gallons 

Period 

Thousands 
of Gallons 

1877 81 (\vcrage) 

1,019 

1919 

93,613 



1920 

92,946 

189^-97 (Average) 

7,730 

1921 

93,470 



1922 

85,748 

1909 13 (Average) 

75,758 

1923 

75,119 



1924 

75,310 

1914 

112,393 

1925 

78,027 

191 S 

124,547 

1926 

71,306 

1916 

123,594 

1927 

69,066 

1917 

119,590 

1928 

77,221 

1918 

102,145 

1929 

82,247 


® Japanese Department ol Commerce and Industry, Mining Bureau, Tht Tiend (f 
Mining Industry of Japan, 
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10, pRooucnON or No«-Metai,uic Mineh.au in Japan Feopee, 1877-102?^ 
(Jn thousands of metric tons) 


Period 1 

Coal 

Lignite 

Sulphur 

Phosphorite 

1 877*^8 1 (Average) 

769 

— 

1.4 

— 

1893~*97 (Average) 

4,518 

— 

17.2 

— 

1909-13 (Average) 

17,864 

101 

49.0 

6 

1914 

22,293 

105 

74 0 

38 

1915 

20,491 

100 

72 0 

57 

1916 

22,902 

109 

106 0 

114 

1917 

26,361 

153 

118 0 

121 

1918 

28,029 

173 

65.0 

192 

1919 

31,271 

190 

51 0 

122 

1920 

29,245 

178 

40 0 

97 

1921 

26,221 

147 

37 0 

32 

1922 

27,702 

166 

35 0 

12 

1923 

28,949 

151 

37 0 

33 

1924 

30,111 

177 

47 0 

85 

1925 

31 ,459 

169 

48.0 

87 

1926 

31,427 

161 

48 0 

108 

1927 

33,530 

178 

61 0 

75 

1928 

33,860 

148 

70 0 

58 

1929 

34,258 

139 

65 0 

14 


“Japanese Department of Commerce and Industry, Mining Bureau, Ihe Trend oj 
Mining Industry of Japan, 


11. Growth of Railways, Japan Proper, 1873-1929“ 
(In miles) 


Year ^ 

Government 

Railways 

Private 

Railwavs 

lotal 

1873^^ 

18 



18 

1877-78 

65 

— 

65 

1887-88 

325 

317 

642 

1897-98 

662 

2,288 ! 

2,950 

1905-06 

1,500 

3,283 

4,783 

1907-4)8 

4,453 

446^^ 

4,899 

1917-18 

6,000 

1,835 

7,834 

1927-28 j 

8,322 

3,401 

11,723 

1928-29 

8,509 

3,689 

12,199 


* Japanese Railways Department, Materials of Railway Statistics^ and Japanese Govern- 
ment, Bureau of Statistics, Statistical Annual. 

Calendar year. All others are fiscal years, extending from April i to March 31 . 

® Decrease reflects purchase of private roads by the government. 
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12. CitowtH OP FftEiofifT TiUPPic, Japah Proper, 1909--29® 
(Figures are m thousands) 


Year 

Government Railways | 

1 Private Railways 

Total^^ 

Tons 

Ton-Miles 

Tons 

Ton-Miles 

Tons 

Ton-Miles 

1909 

23,656 

1,911,197 





1910 . 

25,482 

2,126,834 





1911 

29,337 1 

2,347,871 



i 


1912 

32,537 

2,691,464 

3,615 

46,554 

36,153 j 

2,738,018 

1913 

36,348 

3,053,853 

4,238 

56,397 

40,586 

3,110,250 

1914 

35,273 

2,982,798 

4,943 

63,700 

40,216 

3,046,499 

1915 

35,801 

3,309,519 

5,790 

76,263 

41,591 

3,385,782 

1916 1 

42,101 

4,179,135 

7,537 

99,2^8 

49,6.S8 

4,278,372 

1917 

48,753 

5,033,344 

9,232 

123,271 

57,985 

5,156,616 

1918 1 

53,314 

5,608,851 

10,475 

134,482 

63,788 

5,743,333 

1919 

59,940 

6,293,798 

12,358 

153,560 

72,298 

6,447,358 

1920 

1 

56,624 

5,927,184 

12,045 

147,562 

68,668 

6,074,747 

1921 ' 

57,394 

5,888,701 

12,492 

154,238 

69,886 

6,042,939 

1922 

64,071 

6,368,957 

14,876 

182,775 

78,946 

6,551,732 

1923 

64,782 

; 6,392,329 

15,615 

185,707 

80,397 

6,578,036 

1924 

70,057 

7,047,680 

17,770 

219,605 

87,827 

7,267,286 

1925 

71,939 

7,226,687 

18,475 

234,141 

90,414 

7,460,828 

1926 

73,603 

7,265,266 

20,715 

272,066 

94,318 

7,537,332 

1927 

77,384 

7,616,8.54 

23,122 

296,545 

i 100,506 

7,913,399 

1928 

78,507 

7,810,177 

24,697 

325,237 

103,204 

8,135,414 

1929 

76,009 

7,692,638 

26,044<‘ 

327, 983'^ 

102,053 

8,020,621 


® Japanese Railways Department, Mateuals of Railway Statistics, 

^ All the totals in this column do not precisely equal the sum of the separate items since 
the hundreds digits were ignored in the original data. 

Preliminary estimates. 


13. World Tonnacl of Si lam and Motor Vessfls, June 30, 1929* 


Country j Cxross Tonnage 


20,046,270 

13,591,803 

4,186,682 

4,057,657 

3,302,684 

3,217,795 

3,215,327 

2,932,420 

11,856,755 


Total 1 66,407,393 


^ Lloyd' ^ Register^ 1930, These figures do not include tonnage on the (ireat Lakes or 
vessels of less than 100 gross tons. 


Great Britain and Ireland 

United .States 

J apan 

Germany 

France 

Norway 

Italy 

Holland 

All others 
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14. Production of Gas and Its By-Products, Japan Proper, 1911-29^ 


1 

Gas 

(In millions of 
of cubic feet) 

By-Products 

Year*’ 

Coke 

(In thousands 
of metric tons) 

Coal Tar 
(In thousands 
of gallons) 

1911 , . 

1912 ... 

2,266 

5,437 

' ' 

309 

6,482 

1913 . 


1914 . , 

6,281 

328 

6,869 

1915 . ... 

6,643 

359 

6,869 

1916 .. 

6,778 

346 

6, 60S 

1917 

8,158 

384 

7,133 

1918 . 

9,874 

452 

7,398 

1919 

11,509 

512 

7,662 

1920 

12,119 

469 

7,398 

1921 . 

12,969 

504 

7,662 

1922 .. . , 

13,494 

478 

8,190 

1923 

15,291 

501 i 

8,983 

1924 

14,377 

478 

8,454 

1925 . 

15,542 

444 

9,247 

1926 

17,983 

517 

10,040 

1927 

18,667 

593 

11,361 

1928 ! 

17,185 : 

706 

11,349 

1929 . . 

20,430 

807 

15,000 


“ Imperial Gas Association, Outline of Gas Industry. 

Calendar years for 1911 and 191^; hvscai years after April 1, 19I4. 


15. Installed Kleciric Powfr Plant Capactiy in Japan Propfr, 1909 2^*^ 

(In kilowatts) 


Period 

Hydro- 

electric 

Steam 
and (ias 

Period 

Hydro- 

electric 

Steam 
and (ias 

1909-13 



1921 

914,744 

611 ,974 

(Average) . 

177,039 

187,034 

l‘»22 

1,070,060 

709,113 




1923 

1,307,706 

755,079 

1914 

416,586 

299,383 

1924 

1,474,357 

763,146 

1915 

449,220 

322,364 

1925 

1,813,508 

954,633 

1916 

469,634 

335,655 

1926 ' 

1,965,970 

1,236,644 

1917 . . 

511,090 

364,473 

1927 

2,111,087 

1,356,044 

1918 

597,124 

386,842 

1928 

2,290,351 

1,531,703 

1919 

710,929 

422,314 




1920 . . 

825,387 

552,156 





“Japanese Depurtincni of Communications, Summary of Electric Industiy. 
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16. Selected Index Numbers of Wholesale Prices in Tokyo, W09-29 

( 1913 « 100 ) 


Period 

Raw 

Silk 

Cotton 

Shirt- 

ings 

1 

1 

Mousse- 

line 

Glass 
Plates 1 

i 

Matches 

i 

Com|:>osite 
Index* 
(Average 
of 56 com- 
modities) 

1909-13 (Average) 

97 

100.5 ; 

112 

83 

98 

95 

1913. 

100 

100 

1(K) 

100 

100 

100 

1914. . 

99 

92 

102 

136 

108 

95 

1915 

94 

86 ; 

119 

202 

136 

97 

1916 

131 

112 

176 

264 

203 

117 

1917. 

147 1 

172 

234 

250 

191 

147 

1918 

164 

258 

286 

314 

226 

193 

1919 

232 

308 

424 

391 

254 

236 

1920 

236 

292 

' 420 

i 371 

352 

259 

1921 

171 

187 

3S7 

214 

252 

200 

1922 

214 

187 

274 

201 

237 

196 

1923 

236 

186 

268 

233 

213 

199 

1924 

203 

210 

252 

188 

228 

207 

1925 

214 

200 

i 

1 255 

167 

224 

202 

1926 

1 175 

145 

203 

135 

; 216 

i 179 

1927 

148 

135 

! 205 

118 

I 208 

170 

1928 

142 

137 

! 202 

113 

i 209 

171 

1929 

141 

1 

131 

! 174 

125 

1 211 

166 


“ tor oni^inal data with as «i base, and for the me*thod used by the Bank of Japan 
in constructing this general index, see Table p. 437. 


17. (iROwiH Of SitK Reeling Industry, 1909 28“ 


Period 

Number 

of 

Establish- 

ments 

Silk 

Output 

(In 

thousands 
of pounds) 

Period 

Number 

of 

Establish- 

ments 

Silk 

Output 

(In 

thousands 
of pounds) 

1909-13 (Average) 

361,739 

27,918 

1921 j 

1922 

239,828 

207,738 

51,578 

52,892 

1914 

303,636 

31,051 

1923 

203,685 

55,852 

1915 I 

288,209 

33,448 

1924 

197,505 

62,639 

1916 ! 

284,. SOO 

37,^67 

1925 

185,631 

68,484 

1917 1 

269,736 

43,964 

1926 

91,751 

75,726 

1918 I 

255,750 

47,916 

1927 

8^,469 

81,678 

1919 1 

1920 

239,123 

247,119 

52,578 

48,210 

1928 

1 

76,090 

87,498 

i 

1 


* Japanese Department of Agriculture and Forestry, Siatt^ttes of Silk and Floss Silk, 
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19, Geowth of Sh,k WEAnwa l»rDTy$TRY, 1909-28* 
(In thousands of yen) 


Period 

Unadjusted 

Adjusted*’ 

1909-'13 (Average) 

141,976 

146,367 

1914 

128,025 

129,318 

ms 

149,093 

158,610 

1916 

196,743 

150,185 

1917 

265,704 

180,751 

1918 

449,035 

273,802 

1919 

8fH,580 

346,802 

1920 

560,455 

237,481 

1921 

615,553 

359,973 

1922 

525,642 

245,627 

1923 ! 

496,967 

210,579 

1924 i 

517,257 

254,806 

1925 

490,342 

229,132 

1926 ! 

494,374 

282,499 

1927 i 

469,408 

317,168 

1928 

548,169 

388,772 

1 


* Japanese Government, Statistics of Department of Commerce and Industry, 

^ Adjusted figures were derived by use of the Bank of Japan index of Tokyo wholesale 
prices of raw silk, converted to a base of 1913 = 100 . 


20. Growth of the Cotton Spinning Industry, 1894 *1929“ 


Period 

Number 

j of Spindles 

(In thousands) 

Output of Yarn 
(In thousands 
of bales**) 

1894-98 (Average)., . i 

796 

1 

442 

1909-13 (Average) . . . ! 

1 2,182 

1,231 

1914 . 

2,657 

1,666 

1915 . . . i 

2,807 

1,720 

1916 . , 1 

2,875 

1,925 

1917 ! 

3,060 

1,923 

1918,. 1 

3,227 

1,803 

1919 , . ! 

3,488 

1,920 

1920,. ! 

3,813 

1,816 

1921 , . . 

1 4,161 

1,811 

1922 , 

! 4,517 

i 2,228 

1923 . . 

4,436 

' 2,171 

1924 

5,125 1 

2,072 

1925 

5,447 1 

2,436 

1926 

5,679 

2,607 

1927 

6,116 

2,530 

1928 

6,467 

2,451 

1929 , . 

6,836 

2,792 


“ Cotton Spinners* Association of Japan, Reference Book on Cotton Spinning. 
^ Bales of 400 pounds. 
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21. Growth of Cotton Weaving Industry, 1909--28‘ 
(In thousands of yen) 


Period 

Value of Product 

Unadjusted 

Adjusted^ 

1909-13 (Average). ... 

139,342 

138,649 

1914 

150,385 

163,462 

1915. 

182,-384 

212,074 

1916 . . 

304,490 

1 271,866 

1917 

396,133 

1 230,310 

1918 . . 

624,216 

i 241,944 

1919 . 

1,033,831 

335,659 

1920 

693,550 

237,517 

1921 

! 663,488 

354,806 

1922 

‘ 639,028 

341,726 

1923 

^ 694,319 

373,290 

1924 . . . . I 

j 745,828 

1 355,156 

1925. . . 

774,372 

i 387,186 

1926 

743,314 

' 512,630 

1927 

725,419 

1 537,347 

1928 

784,633 

! 572,725 


* Japanese Government, Statistics of Department of Commerce and Industry. 

^ In order to eliminate as far as possible the effects of price movT’nients the data in this 
column have been adjusted by means of the Bank of Japan index of I'okvo wholesale pnce< 
of cotton shirtings, converted to a base of 1913 — too. 


22. Growth of Cotton, Wool, and vSji.k Knitting, 1909-28*^ 
(In thousands of yen) 


Period 

1 Value of Product 

1909-13 (Average) 

1 9,90.S 

1914 .... 

13,732 

1915 . 

25,413 

1916 

54,228 

1917 

51,209 

1918 

68,589 

1919 

94,189 

1920 . ... 

53,289 

1921 

64,497 

1922 . 1 

52,532 

1923 , 

47,228 

1924 

54,350 

1925 ... • 

62,26) 

1926 I 

55,053 

1927 . .... i 

67,003 

1928 . j 

65,752 


® Japanese Government, Statistics of Department of Commerce and Industry. 
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23. Growth or the Woolen Fabric Industry, 1909-“28‘ 
(In thousands of yen) 


Period 

Value of Product 

Unadjusted 

Adjusted^^ 

1909- 13 (Average) . 

23,515 

20,996 

1914 

40,526 

39,731 

1915.. .... . 

40,283 

33,851 

1916, . . 

51,401 

29,205 

1917 . . 

44,022 

18,815 

1918 

85,938 

30,048 

1919 

129,574 

30,513 

1920 

161,238 

38,390 

1921 . 

162,538 

45,529 

1922. 

136,467 

49,805 

1923 

180,484 

67,345 

1924 . . . 

202,390 

j 80,313 

1925 , . 

I 182,481 

71,561 

1926 

205,252 

101,109 

1927 .... 

! 238,706 

; 116,442 

1928 

i 220,419 

109,118 


”• Japanese Department of Commerce and Industry, Factory Statistics. 

Ocriv'ed by use of Bank of Japan index of Tokyo wholesale prices of mousselinc, 
o river ted to a base of 191 j — too. 


24. Pio Iron and Stfel Production, 1912“29" 
(In metric tons) 


Year 

Pig Iron 
(Including 
ferro-alloy) 

Steel 

j 

Year 

Pig Iron 
(Including 
ferro-alloy) 

Steel 

1912 

239,168 

1 

1921 

480, 3fK) 

832,428 

1913 

242,676 


1922 

559,310 

909,145 

1914 

301,726 


1923 . 

610,751 

959,008 

1915 

320,627 


1924 

599,029 

1,099,283 

1916 : 

391 ,892 

i 

1925.. 

696,720 

1,300,203 

1917 

462,792 

i 773,132 

1926. . 

821,832 

1,506,215 

1918.. . 

606,428 

813,219 

1927 

912,183 

1,685,242 

1919 . 

612,609 

! 813,494 

1928. 

1,109,627 

1,905,707 

1920 

529,875 

i 810,825 

1929, 

1,113,463 1 

2,293,840 


^ Japanese Department of Commerce and Industry, Mining Bureau, Manual 0 / Iron 
Industry. 
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25. Production or Castings and Metajuuc Wares, 1909-2^^* 
(In thousands of yen) 


Year 

Castings 

Metallic Wares 

1909 

5,492 

6,785 

1921 

50,926 

72,014 

1922 

61,962 

82,625 

1923 

46,413 

103,254 

1924 

48,134 

122,412 

1925 

S1,35S 

126,153 

1926 

53,270 

152,535 

1927 

60,970 

161,893 

1928 

71,343 

191,770 


* Japanese Department of Commerce and Industry, Factory Statistics. 


26. Growth of Machiner\ and Machine MANutAcruRts, 10()9 28“ 
(In thousands of yen) 


Tear 

Motors, 

Boilers, 

etc 

Flectnc.1l 

Machines 

Agricultural 

and 

Construction 

Machines 

Manu- 
facturing 
Appliances 
and Tools 

Instruments 
of Precision 

1909 

3,494 

5,037 

1,706 

1 ,979 

2,587 

1914 

29,3CK) 

21,352 

2,955 

3,228 

6,253 

1921 

26,814 

115,607 

10,265 

58,123 

9,965 

1922 

44,745 

121,179 

7,491 

38,477 

16,817 

1923 

25,354 

137,161 

8,151 

58,572 

15,630 

1924 

29,035 

146,118 

10,217 

48,099 

19,913 

1925 

31,S51 

159,663 

10,069 

4^,761 

17,992 

1926 

41,767 

; 186,707 

12,756 

49,150 

22,941 

1927 

S9,416 

211,478 

14,262 

50,540 

; 23,764 

1928 

44,997 

229,949 

15,670 

54,581 

26,345 


* Japanese Department of Commerce and Industry, Factoty Statistics. 
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27, Ships Launched, 


Period 

Steamships 

Sailing Vessels 

Number 

Gross Tonnage 

Number 

Tonnage 

1909-13 (Average) 

105 

52,042 

299 

19,654 

1914 

39 

85,125 

102 

13,564 

ms 

31 

50,104 

64 

8,900 

1916 

68 

157,196 

190 

28,669 

1917 

196 

403,016 

526 

83,092 

1918 

396 

641,056 

470 

80,408 

1919 

190 

646,344 

166 

28,135 

1920 

146 

452,688 

52 

7,420 

1921 ! 

69 

226,081 

12 

1,711 

1922 

57 

71,076 

14 

2,167 

1923 1 

56 

74,284 

1 

2,500 

1924 

30 

71,802 

6 

1,006 

1925 

33 

55,026 

6 

923 

1926 

27 

52,362 

5 

560 

1927 

31 

52,575 

4 

815 

1928 

! 48 

111,977 

5 

606 


• Japanese Department of Communications, Record of Shtps and Shtpbutldin%* 


28, Production of Rolling Stock, 1914-28* 
(In thousands of yen) 


1 

Y ear ' 

lx)co motives 
and Tenders 

Coaches 

and Wagons i 

Electric Cars 

1914 . 

4,502 

3,297 


1921. 

17,664 

18,049 


1922. 

20,617 

12,332 


1923 ... , ! 

16,285 

14,589 

5,iw 

1924.. 

13,921 

19,577 

6,774 

1925. . 

10,294 

12,349 

6,186 

1926. . . 

13,453 

12,122 

I 7,418 

1927 ; 

13,091 

12,769 

i 5,236 

1928 1 

18,893 

16,873 

! 7,564 


* Japanese Department of Commerce and Industry, Factory Stattshes. 
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29 . Growth of Ceramic and Gi^^^sware Indusirv, 1^09-'28® 
(In thousands^of yen) 


Period 

Porcelain and Earthenware 

Glass Products 

Unadjusted 

Value 

Adjusted j 
Value^' 1 

Unadjusted 

Value 

Adjusted 

Valued’ 

1909-13 (Average) 

14,948 

15,735 

4,715 

5,681 

1914 

15,656 

16,480 

7,595 

5,585 

1915 

17,532 

18,074 

12,215 

6,047 

1916 

25,220 

21,556 

16,762 

6,349 

1917 

29,^38 

19,958 1 

27,362 

10,945 

1918 

! 44,214 

22, w 

41,924 

13,352 

1919 

I 64,659 

27,398 

52,694 

13,477 

1920 

62,840 

i 24,263 

53,547 

14,433 

1921 

54,057 

! 27,028 

38,680 

18,075 

1922 

60,491 

! 30,863 

39, ^64 

19,584 

1923 

64,740 

i 32,533 

41,096 

1 17,638 

1924 

1 68,533 

33,108 

53,611 

28,516 

1925 

' 78,177 

38,701 

47,854 

28,655 

1926 1 

73,970 

41,324 

45,890 

33,99? 

1927 1 

74,363 

43,743 

44,267 

37,514 

1928 ! 

76,726 

44,869 

44,681 

39,541 


‘‘Japanese Government, Statjsfic^ of Depa? ttne^H of Cornmetce and Indu^tiy^ ar 
Jajpanesc Department of Commerce and Industry, I acto^y Statistics 

Derived ty use ot Bank of Japan general index o^ lokyo wholesale prices, convert 
to a liaseof 191 '^= loo. 

^ Derived by same method described in footnote except that prices index of glass pla 
was used. 


10 pRODociioN OF Portland CrMENT, 1909 29“ 


Period 

Thousands 
of kegs 

Period 

i 

1'housands 
of Kegs 

1909 13 (Average) 

3,183 

1921 

9,019 



1922 

! 10,795 

1914 

3,625 

1923 

I 13,017 

1915 1 

3,943 

1924 

i 12,764 

1916 i 

4,495 

1925 

‘ 14,558 

1917 

5,501 

1926 

18,609 

1918 

6,640 

1927 

20,752 

1919 

1 6,444 

1928 

22,474 

1920 

1 7,852 

1929 

25,140 


* Data are from Cement Manufacturers’ Association Annual Repoits. 
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31 * PRODUCTION or Paper and Wood Puup, 1909 - 29 * 


Period 

Paper 

(In thousands 
of pounds) 

Wood Pulp 
(In tons) 

1909-13 (Average) . ... 

227,499 


1914 

327,614 

89,874 

1915 

.367,578 

112,075 

1916 . .i 

405,468 

1.34,986 

1917 

454,999 

169,036 

1918 

498,964 

198,596 

1919. ... 

519,141 

235,227 

1920 

565,926 1 

268,261 

1921 

534,450 i 

250,027 

1922 . 

629,343 1 

301,425 

1923 . . 

729,408 ! 

338,106 

1924 ... 

817,383 

357,084 

1925 . . 

931,772 

414,706 

1926 , . ... 

1,074,647 

500,301 

1927 

1,151,515 

536,390 

1928 

1,305,754 

567,529 

1929 

1,418,187 

636,416»> 


P'igures are from the Paper Manufacturers’ Association of Japan Journal. Pure Japa- 
nese paper is not included. Figures for wood pulp are from Japanese Department of Agri- 
culture and Forestry, Forestry Bureau, Production of Wood Pulp in Japan. 

Preliminary estimate. 


v32. Production of Matches, 1909-28*^ 
(In thousands of yen) 


Period 

1 Value 

Unadjusted 

Adjusted’ 

1909 13 (Average) 

18,464 

18,841 

1914 .1 

18,470 

17,102 

1915 . I 



1916 . 



1917 1 



1918 .. * 

i 


1919 1 

39,693 1 

15,627 

1920 

28,168 

8,002 

1921 

20,884 

8,287 

1922 . , . 

18,951 

7,996 

1923 

14,811 

6,954 

1924 i 

15,793 

6,927 

1925 . 

16,987 

7,583 

1926 

1 5 , 667 

7,253 

1927 

14,540 

6,990 

1928 

12,445 

5,955 


* Japanese Department of Commerce and Industry, Factory Statistics, 

^ Derived by use of Bank of Japan index of Tokyo wholesale prices of matches, con- 
verted to a base of 1913=100, 
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33. FnoDvcTtoH OT Rubber Goods, 190^^8* 
(In thousands of yen) 


Year 

Value 

Year i 

Value 

1909 

1,526 

1923 

47,08? 

1914 

6,174 

1924 

51,946 

1919 

32,422 

1925 

55,630 

1920 

40,129 

1926 . 

S8,(>00 

1921 

49,052 

1927 

66,056 

1922 

45,933 

1928 

70,270 


* Japanese Department of Commerce and Industry, Factory Statistics , 


34 Production of Fertilizers, 1900 28* 


Period 


Quantity (In 

metric tons) 


lotal Value 
(In 

thousands 
of yen) 

Bean 

Cakes 

Super 

phosphates 

Ammonium 

Sulphate 

Total 

1909-13 (Average) 

65,123 

347,098 

5,543 

417,764 

13,429 

1914 

92,325 

sn,86? 

16,050 

622,238 

20,480 

1915 

148,725 


51, 8W 

543,638 

20,670 

1916 

205,950 

420,488 

37,550 

663,788 

30,030 

1917 

254,700 

445, sis 

40,688 

740,926 

43,380 

1918 

344,025 

467,925 

52,800 

864,750 

69,330 

1919 

353,288 

607,800 

78,975 

1,040,063 

m,m 

1920 

260,138 

508,575 

80,100 i 

848,813 

85,640 

1921 

198,488 

554,063 

94,763 

847,314 

54,470 

1922 

225,600 

594,488 

92,963 

913,051 

55,030 

1923 

254,363 

507, (XK) 

104,213 

865,576 

61,840 

1924 

214,950 

593,325 

108,713 

916,988 

61,440 

1925 

233,813 

673,800 

131,138 ' 

1,038,751 

75,250 

1926 

270,413 i 

786,263 

147,000 

1,203,676 

78,550 

1927 

230,175 

934,838 

176,475 

1,341,488 

74,<X)9 

1928 

243,750 

926,175 

232,425 

1,402,350 

82,946 


® Japanese Department of Agriculture and forestry, Manual on I^ertthzers 



15. Growth of the Floor Milling Indhstry, 1900-29*^ 
(I n thousands of bagfs’^) 


Period 

Production 

Period 

Production 

1909-13 (Average) 

Id, 059 

1921 

25,742 


1922 

28,157 

1914 

16,428 

1923 

30,098 

1915 

17,536 

1924 

32,676 

1916 1 

18,016 

1925 

36,483 

1917 

23,696 

1926 

38,349 

1918 ! 

25,794 

1927 

36,701 

1919 

23,889 

1928 

42,478 

1920 

24,352 

1929 

43,159 


Data, are from Nissin Flour Mills, Ltd., Annual Reports. 
Containing 4^ pounds each. 


36 (tROWTH OI SuCjAR MaNI lACll RING 
(In thousands of pounds) 

, 1909 29‘* 

Period 

Production 

1909 13 (Average) 

1 514,107 

1914 ' 

1 524,529 

1915 

‘ 621,700 

1916 

914,469 

1917 

1,292,791 

1918 

963,510 

1919 

838,156 

1920 

647,188 

1921 , 

, 771,194 

1922 1 

1 956,279 

1923 

1 955,640 

1924 

1,219,399 

1925 

1,272,794 

1926 

1,335,096 

1927 

1,148,424 

1928 

1,558,508 

1929 1 

2,007,796 


Governmcnt-Cicntral of Taiwan, Industrial Bureau, Statistns 0 / Suj^af Industry in 
Taiwan 
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37. pRGDtjCTiON or AtcoHouc Beverages, 1909-28 
(In thousands of gallons) 


Period 

i 

Sake* 

Beer*’ 

Other 

Alcoholic 

Beverages’^ 

1909-13 (Average) 

200,792 

8,612 

10,497” 

1914 

209,172 

11,369 

13,197 

1915 . 1 

183,405 

11,860 

12,761 

1916 i 

193,252 

16,880 1 

12,790 

1917 

224,820 

20,138 

14,956 

1918 

248,133 

24,382 

16,884 

1919 

241,372 

32,281 

18,839 

1920 

286,768 

26,220 

25,213 

1921 i 

208,270 

31,276 

19,997 

1922 

270,789 

36,432 

22,265 

1923 

271,835 

38,413 

23,440 

1924 

265,619 

41,686 

23,527 

1925 

1 252,644 

40,911 

23,386 

1926 

251,309 

36,584 

24,945 

1927 

234,501 

37,909 

24,709 

1928 

221,214 

4?, 107 

24,646 


* Japane‘,c Department of Agriculture and Forestry, Annual Repot t of Stattshis oj Rue. 
^ Japanese Government, Bureau of Statistics, Stahsttcal Annual^ for 1909 1 3 , and there- 
after from StaltUtci <A Department of Commerce and Jndustty. 

*■ Since the figure for 1913 was not available, the average for 1909 12 is given. 


38. CAPnALiztD Value of Business Groups, Japan Proper, 1928'^ 
(In thousands of yen) 


Classification 


Commercial 

Industrial 

Banking 

Insurance 

Railways (private) 

Utilities (gas and electric) 


Total 


Paid-in 

Nominal 

Capital 

Capital 

3,783,8^7 

5,134,879 

3,269,518 

4,709,673 

1,758,368 

2,657,822 

123,237 1 

337,150 

769,598 

1,342,961 

1,923,62? 

2,619,262 

1,531,312 

2,167,118 

13,161,493 

18,968,865 


“ Japanese Department of Commerce and Industry, Cot poratwn Statistics. 
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39, Who?*»^>ai.b Price Movements ij? Selected Countries, 1900-30* 


Year 

Japan 

United States 

Great Britain 1 

October, 

1900-100 

1913-100 

1926=^ 100 

1913«.100 

1867-77 

-100 

101,1-100 

1900... . 

100,0 

75.6 

56.1 

80.4 

75 

88 

IflOl. . . 

96.0 

72.6 

55.3 

79.2 

70 

82 

1902 . 

96.9 

73.2 

58.9 

84,4 

69 

81 

1903... 

103.1 

77.9 

59.6 

85.4 

69 

81 

1904 . 

108.4 

81 9 

59,7 

85.5 

70 

82 

1905.. . 

116.4 

88.0 

60.1 

86.1 

72 

85 

1906 . 

119.8 

90.6 

61.8 

88.5 

77 

91 

1907. 

129 3 

97.7 

65.2 

93.4 

80 

94 

1908 . 

124.6 

94 2 

62.9 

90.1 

73 

86 

1909 . 

118.8 

89.8 

67.6 

96.8 

74 

87 

1910 

120 3 

90.9 

70.4 

100 9 

78 

92 

1911 

124 7 

94.3 

64.9 

93.0 

80 

94 

1912 

132.1 

99.8 

69.1 

99.0 

85 

100 

1913 

132,3 

100 0 

69 8 

100.0 

85 

100 

1914 

126.3 

95.5 

61.1 

87.5 

85 

UK) 

1915 

127. 8 

96.6 

69 5 

1 99.6 

108 

127 

1916. 

354.6 1 

116.9 

85.5 

122.5 

136 

160 

1917 

194.5 

147 0 

117.5 

168.3 

175 

206 

1918 

254.8 

192 6 

131.3 

188 1 

192 

226 

1919 

312 1 

235 8 

138 6 

198 6 

200 

242 

1920 ! 

343 2 

259.4 

154.4 

1 221.2 

251 

295 

1921 

265.1 

2(K) 4 

97.6 

1 1.19. H 

1 155 

182 

1922 

, 259 0 

195.8 

96.7 

138 5 

1 131 

l.H 

1923 ! 

1 263 5 

199.2 

100.6 

144.1 

129 

152 

1924 

' 273 2 

20().5 

98.1 

i 140.5 

1 139 

164 

1925 

266 8 

201.7 

103 5 

148.3 

! 136 

100 

1926 

236 6 

178 8 

l(K) 0 

143.3 

i 126 

148 

1927 1 

224.7 

169 8 

95 4 

136 7 

122 

144 

1928 

226.1 

170 9 

97.7 

140.0 

121 

142 

1929 

219 8 

166 1 

96 5 

138 3 

114 

134 

1930 

1 

180.9 

136 7 

86 3 

123 6 


113 


* The Japanese series is the Bank of Japan index number of the wholesale prices of 56 
commodities in Tokyo. It is an unweighted index, the comjxisite being the simple arith- 
metic average of the individual price senes. The United States series is the weighted index 
number of wholesale prices of the Bureau of Labor Statistics, consisting of 550 price series, 
and the British is the Statist index, unweighted, and based on 45 commodities. In all 
cases the senes have been converted to the prices of 1913 as 100. Differences in the composi- 
tion of the several indexes tend to affect the extent of price changes during periods of 
sharp fluctuations; but for purposes of general comparison the data are reasonably satis- 
factory. 
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40. Note Reserve Po'^hion and Specie Holdings or the Bank oi Japan, ISSS'-IW* 

(In thousands of yen) 


At End of 
l[ear 

1 

Note Issues 

Spec le 
Reserve 

Resei ve 

Ratio 

{As 

percentages) 

Total Specie 
Holdings 
of Bank 
of Japan 

1S8S 

1 5,956 

' 3,511 


7 


1S86 

! 89,549 

i 23,855 

00 

h 


1887 

i 55,454 

51,579 

50 

1 


1888 

1 65,770 

45,022 

Oh 

5 


1889 

79,108 

57,409 

72 

6 


1890 

102,951 

44,622 

i3 

4 


1891 

115,754 

65,178 

54 

6 


1892 

125,845 

81,158 

\ 64 

5 

1 

189^ 

148,665 

85,928 

\ 

S 


1894 

149,815 

81,718 

1 54 

5 


1895 j 

180,556 

60, 570 

?? 

5 


18% i 

198,515 

152,750 

06 

0 


1897 

226,229 1 

98,261 

I 4? 

4 


1898 

197,599 i 

89,570 


4 


1899 ! 

250,562 i 

110,142 

44 

0 


19(K) ! 

228,570 i 

67,549 

20 

5 


1901 

214,096 

71, )58 

5? 

5 ! 


1902 

252,094 

109,118 

/7 

0 


1%S 

252,920 

116,962 

56 

2 

1 55,001 

1901 

286,625 

85,851 

20 

2 

96, 520 

1905 

512,790 

115,595 

V 

0 

115,826 

1<K)6 

541 ,766 

147,202 

43 

/ 

202, /95 

1907 

' 569,984 

161,712 

4 5 

7 

208,158 

1908 

552,754 

169,504 

IS 

1 

225,685 

1909 

552,765 

217,845 

01 

S 

501 659 

1910 

401,624 

222 582 

55 

/ 

2/0 107 

1911 

455,599 

229,154 

5^ 

0 

251,417 

1912 

448,921 

247,025 

55 

0 

26^ 655 

191^ 

426,588 

224, >65 

52 

6 

28^509 

1914 

585,589 

218,257 

56 

6 

291,717 

1915 

450,158 

248,417 

57 

h 

562,659 

1916 

601,224 

410,519 

6h 

5 

452,650 

1917 

, 851,571 

W9,618 

7S 

1 

/18,668 

1918 

1,144,759 

712,925 

62 

S 

755,102 

1919 

1,555 100 

951 ,976 

61 

2 

994, 554 

1920 

1,459,240 

1 246,688 

S6 

6 

1,291,656 

1921 

1,546,545 

1,215,574 

HO 

5 

1,289,556 

1922 

1,588,402 

1,065,886 ' 

67 

0 

1,165,254 

1925 

1,705,596 

1,067,471 

62 

1 

1,127,327 

1924 

1,662,515 

1,059,024 

63 

7 

1,077, IKK) 

1925 

1,651,785 

1,056,998 

64 

8 

1 ,070,000 

1926 

1,569,708 

1,058,151 

67 

4 

1,074,000 

1927 

1,682,590 

1,062,757 i 

65 

2 

1,081,000 

1928 

1,759,0<76 

1,061,656 j 

61 

0 

1,084,000 

1929 

1,641,851 

1,072,275 

65 

3 

i 


“ } rom Bank of Jap in Report^ Japanese Department of F m<3nce, Rook of Reftrenu on 
Financial iff airs 

Not putihshed for reasons of high policy 
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41. Balance Sheet of Bank op Taiwan, June 30, 1930 
(In yen) 


ASSETS 

Capital unpaid* . 1,87 5, 0(X) 

Loans 92,102,965 

Special loans to customers, , . ... . 47,202,577 

Interest bills 16,281,727 

Overdrafts , . 3,642,2v50 

Advances against exchange contracts . . . . 1,628,488 

Money at call . , . ... . , ... . 520,000 

Bills discounted 109,083,944 

Documentary drafts . . . . . 15,794,933 

Foreign exchange purchased . . .... 15,891,333 

Loans on other bankers’ accounts . . 8,749,235 

Liabilities of customers for acceptances , ... 1,636,280 

Deposits in other banks . . . . ... . . 4,852,387 

Due from other banks . . . . .... . . 622,459 

Government bonds . . . . . ... 41,176,509 

I^cal government bonds ... . ... 148,604 

Foreign government bonds . , ... . 4,658,067 

Shares and debentures . . ... 44,353,480 

Bank premises and furniture .... . . . 9,194,606 

Suspense accounts . 1,464,997 

Bullion .. . . 17,584,323 

Cash in hand . . . , 6,426,372 


Total assets ... , ... .... 444,890,516 

LIABILIITES 

Capital subscribed . 15,000,000 

Reserve for losses , 10, (KX) 

Reserve for dividend ecjualization . . 3,000 

Special reserve . . 1,000 

Dividends unclaimed . . 36,739 

Notes in circulation . . 43,804,149 

Bills payable . . . . 4,229 

Deposits of the Bank of Japan . . . 2,894,832 

Fixed deposits . . 29,154,282 

Current accounts ... 10,393,278 

Special current accounts . . ' . . 25,484,839 

Deposits at notice , . 4,129,988 

Special deposits , .... 1,955,829 

Liabilities of customers on special loans . 47,202,577 

Loans from government ... 100,761,756 

I^oans payable 35,216,084 

Call money 1, OCX), 000 

Bills rediscounted . 95,762,351 

Liabilities for loans on other banks’ accounts . 8,749,235 

Acceptances . . I,6v36,280 

Funds in trust . . .... 7,544,473 

Due to other banks . . 1,357,687 

Susp^ense accounts . . . - . 12,374,031 

Net profit for the current half-year ... . 413,877 


Total liabilities . . . . 444,890,516 


* A common Japanese practice is to include under capital on the liabilities side the total 
capital authorized, and to set up as an asset the unpaid psortion. 
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42- BAtAKce Sh»bt or Bank or Chosbn, June 30, 1930 
(In yen) 


Capitol unpaid* 15,000,000 

Special loans 47,202,577 

lions...., 225,980,392 

Overdrafts 3,421 , 734 

Advances against exchange contracts 33,023 

Bills discouti ted 13,023,388 

Documentary drafts 4,904,888 

Money at call 400,000 

Foreign exchange purchased • • 14,493,349 

Interest bilk . . 2,376,168 

g eposits in other banks , . 7 , 514,483 

uefpm other banks ... 1,083,623 

Liabilides of customers for acceptance . 7,154,361 

Securities . ... 113,111,438 

Bank premises and furniture . . ... 11,540,353 

Bullion .... . 11,536,760 

Foreign money 5,846 

Suspen.se accounts . . .... 1,033,489 

Cash in hand ... ... .. .... 25,401,142 

Total assets .. . 510,217,514 

LIABILITIES 

Capital subscribed ... . . . 40,000,000 

Reserve fund . . 2,501,027 

Dividend unclaimed . 118,881 

Nuu un circulation . . 82,467,273 

Bills payable . . 331,792 

Deposits 96,135,279 

Liabilities of customers on .special loans . ... 47,202,578 

I.>oans from government. . .. . . , . 70,20(),(KW) 

ns payable . ... . 134,688,591 

Bills rediscounted ... .... . ]1,047,v598 

Call money. ...... 3,300,000 

Foreign exchange sold ... . 307,654 

Due to other banks . . . . , 4,087,651 

Remittances in transit , , . . 3,076,807 

Acceptances . 7,154,361 

Suspense accounts . ... 6,449,333 

Balance brought forward from last account 223,490 

Ket profit for the current half-year ... ... 925,199 

Total liabilities ... , . . . . 510,217,514 


• See footnote a on p. 439 , 


440 



Bamkcb Sheet ot Tokhama Sfecie Bank* June 30, 1030 
(In yen) 
assets 

Loans to government 179, 393 

lA>aiis 105,340,267 

Interest bills 76,384,748 

Doubtful debts 3 , 862 ,667 

Overdrafts 50 , 339 , 370 

Bills discounted 212, 740 , 539 

Foreign exchange purchased .... 196,728,686 

Advances against exchange contracts 18,566,153 

Liabilities of customers for acceptances 17,375,388 

Special deposits 1 ,024,370 

Accounts at agencies for payment of principal and interest of government 

bonds 123,772 

Current accounts 62,014,513 

Suspense accounts 1,166,725 

Due from other banks ... 813,633 

Public bonds 339,406,350 

Other securities 5,096,049 

Bank premises and furniture . .. 20,178,151 

Properties acquired through the liquidation of debts . 3,185,522 

Bullion 1,483 

Foreign money. . . 483,520 

Cash in hand .... 20,639,824 


Total assets 1,135,651,124 

UABiUTIES 

Capital fully paid ... , . .... 100,000,000 

Reserve fund ...... . . 109,000,000 

Special reserve fund ..... 2,500,000 

Reserve for doubtful debts ... 3,785,041 

Dividend unclaimed .... 40,181 

War-notes taken over from government . .... 179,393 

Deposit for the payment of principal and interest of government bonds. . . 8,648,554 

Fixed depo.sits . . .... 261,880,369 

Current accounts. .. . , . 65,363,105 

Deposits at notice . . 65,378,432 

Special deposits ... , .... 164,296,100 

Deposit for the redemption of war-notes . , ... .... 59,225 

Partial payments for bills receivable 5,760,171 

l^ans payable . . ... . , .. 125,625,367 

Special loans payable . . ... 61,372,511 

Overdrafts ... .... 4,587,000 

Bills rediscounted ... 62,616,105 

Foreign exchange sold ... . 25,370,088 

Foreign drafts in home currency .... 729,9v30 

Notes in circulation . . ... 438, 976 

Acceptances .... . . .. 17,375,388 

Accrued interest ... 4,587,297 

Unearned discount .... ... 8,681,289 

Suspense accounts ... 13,727,925 

Due to other banks . . 1,387,255 

Net profit for the current half-year , . ' 7,121,819 

Balance brought forward from last account . . 6,231,848 

Difference of exchange .... 3,907,756 


Total liabilities 1,135,651,124 
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44. Statement of Condition of the “Bio Five” Banks, June 30, 1930* 
(In thousands of yen) 


Resources 

Yasuda 

MitvSui 

Sumi- 

tomo 

Dai-ichi 

Mitsu- 

bishi 

CASH 

65,774 

75,004 

57,097 

65,080 

47,991 

In vaults 

58,214 

30,395 

41,042 

48,174 

35,001 

In other banks. . . 

7,556 

42,760 

14,671 

16,905 

12,989 

(In Bank of Japan) , . . 

Gold and silver bullion and for 

(2,859) 

(40,109) 

(11,546) 

(15,321) 

(11,213) 

eign money 

3 

1,848 

1,384 

— 

— 

MONEY AT CALL AND SHORT NOl'iCE 

11,728 

23,270 

16,600 

11,500 

12,499 

SECtmiTIES 

222,660 

214,019 

232,103 

269,893 

333,366 

Government bfmds 

106,278 

68,443 

104,920 

136,020 

103,708 

Municipal .and prefectural bonds 

24,697 

33,947 

16,022 

51,538 

27,924 

Foreign securities 

281 

24,711 

3,037 

1,094 

866 

CoriJoration bonds 

70,995 

86,498 

93,326 

75,634 

167,197 

Stocks and shares , 

20,407 

418 

14,797 

5,605 

33,668 

BILLS DlSCOlfNTtD 

30,185 

34,392 

63,163 

92,190 

28,916 

Commercial papers . . 

25,226 

34,362 

62 , 668 

89,886 

28,384 

Documentar) bills . 

4,958 

30 

495 

2,303 

531 

LOANS AND ADVANCES 

454,861 

405,984 

354,104 

308,628 

273,594 

Loans and bills 

386,605 

377,853 

314,869 

276,592 

237,321 

'dvanecs on documents 

53,279 

11,482 

4,758 

5,524 

14,915 

Overdrafts . 

34,976 

16,647 

34,476 

26,511 

17;207 

Advances on export bills 


— 

— 


4,149 

SEC! RITIES LOANED lO CUSTOMERS 

1,987 

1,740 

1,521 

2,204 

2,739 

FOREIGN LXCTiANGE . 

6,734 

55,416 

35,106 

3,607 

14,249 

Foreign bills bought 

4,800 

44,056 

20,878 

2,144 

5,409 

Interest bills receivable 

176 

6,759 

13,092 

43 

6,758 

Due from foreign correspondents 

1,750 

4,600 

1,135 

1,420 

2,080 

DUE I ROM OORRESPONDENl S’ 

14,154 

139 

6,543 

2,439 

513 

AGENl s’ ACCOUNTS. . 

ACCEPTANCFS AND GI ARAMIFS AS 
PER CONTRA (Item U, under lia- 



7 


* 

bilities) 

4,621 

9,070 

8,375 

3,331 

578 

RF A L ESTATE 

14,313 

8,346 

19,582 

22,887 

14,516 

Bunk premises and furniture 

10,634 

7,382 

17,953 

20,106 

12,630 

Other real and personal property 

3,679 

964 

1,588 

2,781 

1,886 

MISCELLANEOUS ACCOUNiS 

1,387 

2,562 


— 

1,832 

Suspense payment 

Suspense account for bank’s new 

1,387 

36 



2 

premises 

— 

2,525 

~ 


— 

Money in trust (pension funds) 


— 


- 

1,829 

CAPITAL UNPAID^' 

57,250 

40,000 

20,000 

~ 

37,500 

'TOTAL resources 

885,658 

1 

869,946 

0 

00 

781,763 

768,297 


‘ The totals, and sub-totals in this table do not ptecisely equal the sum of the separate 
Items because the hundreds digits were ignored in the original data. 

See footnote p. 439 . 
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44. Statement of Condition of the “Bio Five“ Banks, June 30, 1930 — ( Continued ) 

(In thousands of yen) 


Liabilities 

Yasuda 

Mitsui 

Sumi- 

tomo 

Dai-ichi 

Mitsu- 

bishi 

DEPOSITS 

636,885 

648,873 

670,861 

634,394 

593,393 

Demand . 

120,782 

62,684 

73,854 

88,466 

48,086 

Special demand 

141,488 

96,363 

120,814 

114,456 

109,541 

At notice 

77,796 

56,493 

40,147 

37,573 

41,965 

Time 

287,478 

430,698 

430,209 

384,900 

392,467 

Miscellaneous 

8,788 

2,632 j 

5,834 1 

8,997 

525 

Certificates of deposit 

()00 

— 

— 

805 

FORFJON EXCHANGE. . . . 

1,356 

27,459 

18,203 

491 

17,003 

Foreign bills ... 

378 1 

2,508 

7,832 

202 

569 

Due to foreign banks . 

978 1 

24,950 

10,370 1 

289 

16,433 

DUE to cor respondents 

12,116 

416 

3,986 

5,732 

455 

ACCEPTANCES AND GUARANIIES . 

4,621 

9,070 

8,375 

3,331 

578 

MISCELLANEOUS ACCOUNTS ... 

10,582 

9,239 

9,676 

8,955 

8,329 

Dividends unclaimed 

22 

4 

2 

' 65 

4 

Interest accrued on deposits 
Rebate on bills discounted not 

5,267 

6,262 

6,912 

6,212 

5,954 

yet due, etc. 

Taxc.s on interest accrued 

1,293 

2,455 

1,474 

; 1,607 

120 

1,241 

214 

161 

122 

129 

Suspense account 


56 

— 

I 

194 

Drafts outstanding 

1,874 

298 

945 

949 

353 

Accounts cn route . 

' 

— 

218 

— 

451 

CAPITAL ACCOUN IS, . 1 

220,097 

174,887 

103,103 

128,856 

148,537 

Capital ! 

150,000 

100, (XK) 

70,0(K) 

57,5(X) 

! 1(X1,(KX) 

' 18, (XX) 

Legal reserve (surplus) | 

32,200 

29,200 

27,0(K) 

20,500 

57,500 

6,850 

Special reserve 

Reserve for equalization of divi- 

28, (KK) 

6,000 

1 22,<KX) 

dends 

-- 

9,000 

— 

— 

i — 

Employees' pension funds 

262 

3,312 

2,071 

1,268 

i 2,057 

Balance (undivided profits). 

4,583 

2,078 

1,690 

1,802 

2,958 

Refunding from pension funds 

— 

163 

118 

14 


Net profit for current half-year 

5,051 

4,134 

2,724 

3,922 

3,521 

I 

total liabilities 

885,658 

869,946 

814,207 

781,763 

768,297 


APPROPRIATION OF PROFITS AND 

BALANCE BROUGHT FORWARD 

FOR CURRENT HALK-TEAR 

9,634 

6,375 

4,532 

5,738 

6,479 

Legal reserve 

1,000 

500 

500 

500 

Special rCvServe 


— 

— 

500 


Depreciation charge 

- — 

— 1 


250 I 

— 

Directors’ bonus . 

100 

330 

110 

196 

175 

Employees' pension funds 

230 

520 

120 

78 

175 

Dividends .... 

3,710 

3,000 

2,000 

2,875 

3,125 

Balance carried forward 

4,594 

2,024 

1,802 

1,839 

[ 2,50*1 
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45* BAiAUCB SnEit or the Hypothec Bahk or Japan* Jone 30, 1930 
(In yen) 


ASSETS 

Capital unpaid* 24, 123,938 

Loans repayable by instalments 

Dir^t loans. 826,720,764 

Advanced through and guaranteed by the agencies 59,864,481 

Time loans: 

Direct loans 58,015, 337 

Advanced through and guaranteed by the agencies 213,149 

Agricultural and industrial debentures subscribed 12,322,264 

Loans for short terms 4,133, 239 

Bills discounted • 10,949,481 

Overdraft on current account ... 68,331 

Deposits with the Treasury Deposits Bureau 80,029,350 

Deposits with other banks .. 18,364,276 

Call loans 2,000,000 

Post-'Officc transfer accounts . 129,340 

Government bonds . - . - 24,598,880 

Local government bonds .... 11 ,835,692 

Shares and debentures .. 5,292,846 

Difference between face value and issue price of Hypothec debentures*'. 1 ,849,200 

Difference between face value and issue price of Hypothec debentures 

is.sued at discount ..... . 7,050,849 

Loanable funds with the agencies. .. . ... . . . 21,900 

Funds for payments at the agencies ... 1 ,637,185 

Collection accounts with the agencies .... . 38,548 

H-ank premises . . . . 12,088,913 

. u'Tiiture .... . 103,830 

Real estate. . , . ... .... .. 2,105,973 

Suspense payments ... . . 5,115,521 

Cashinhani. .. ... 938,581 

Total assets . . . 1,169,611, 868 

UABILrnE.S 

Capital subscribed 101,500,000 

Reserve for losses .. . .... . . ... 29,244,0.50 

Reserve for equalization of dividend . . 6,883,957 

Special reserve ... . .. .. 21,U6,0fX) 

Dividend unclaimed . . .... ... . 80,761 

Hypothec debentures outstanding . . . 768,092,710 

Savings certificates outstanding . . ... 397,010 

Reconstruction certificates outstanding .. . 81,050,125 

Fixed deposits . .... . .... 57,232,308 

Current accounts 772,419 

Special current accounts . . . 26,840,482 

Depo.sits at notice ..... . 2,208,568 

Special deposits . 4,977,562 

Public deposits . .... , . 4,244,557 

Interest and premium payable on Hypothec debentures 20,126,411 

Interest and premium payable on savings certificate.s . ... 56,562 

Interest and premium payable on reconstruction certificates . 1, .585, 499 

Reserved for interest on reconstruction certificates ... . 14,094,058 

fund for payment of premium on Hypothec debentures . . 3,728,797 

Fund for payment of premium on savings certificates . . ... 217,699 

Special fund for savings certificates . . 126, .580 

Suspense receipts ... , 15,448,.T59 

Net profits for the current half year . 6,204,640 

Balance brought over from previous half year .. . . 3,582,754 

Total liabilities 1,169,611,868 


® See footnote p. 439, 
Coupon bearing. 
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4^* BALANot Shkkt or IftmsrtaAt Bamk. Japan, June 30, 1930 

(lo ym) 

ASSETS 

Loaiis for fixed terms 26v^,200,049 

Sped alloans to customers, 47,3S0,S87 

Overdrafts 360,942 

Bills discounted 68,751, 130 

Foreign exchange purchased 901 ,886 

Current accounts 995,086 

Sfjecial deposits . . 129,559 

Discounts and charges on debentures issued 3,9^14,588 

Discount of debentures unexpired ... . . . 937,200 

Government bonds 11, 332 , 143 

l^al government bonds .. 8,290,107 

Shares and debentures 52,705,063 

Foreign securities . . .. 8,638,356 

Due from other banks .. 787,508 

Agencies accounts 26,457,844 

Bank premises and furniture 5,197,724 

Properties acquired through liquidation of debts , 1 , 345,274 

Suspense accounts 577,842 

Cash in hand 1,430,079 


Total assets 503,133,267 

UABIUTXES 

Capital fully paid 50,000,000 

Reserve for losses , .. , 13,874,798 

Reserve for dividend equalization . 3,190,800 

Speci al reserve 3 , 5(X) , 000 

Dividend unclaimed 58,181 

Debentures issued . . 294,325,358 

Current deposits . . . . . .... 3,375,179 

Fixed deposits . . . . 19,664,547 

Special current accounts . . ... 7,032,947 

Liabilities of customers on special loans , . . . . . 47,350,888 

De^xisiis at notice 2,844,973 

Special deposits . . ........ . 10,087,368 

Funds in trust . . , 27,340,783 

Partial payment for loans . . . . 1,506,196 

Ixxans payable . 8,600,000 

Call money . . . ... ... 3,500,000 

Interest on debentures unpaid . 3,494,778 

Due to other banks. ... . . - 49,987 

Suspen.se accounts . . . .... 2,155,171 

Caution money of the staff ... . ... 140,879 

Undivided profit . . 3,240,434 


Total luibilirles 503,133,267 
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47, Growth or Life, Fire, and Marine Insurance, 1914-29* 
(In thousands of yen) 


Year Fndmg 
March 31 

Life'* 

^"alue of New Contract* 

Fire*' 

Marine^ 

1914 

278,487 

t0/)85,S76 

1,542,S10 

1920 

614, S 14 

7,6^8,019 

8,5';7,290 

1921 

6^9, ?28 

12,072,871 

8,282,209 

1922 

621,416 

10,727,300 

S, 298, ^51 

1923 

699,988 

12,076,538 

5,07'>,448 

1924 

i 

699, 6 H 

12,883,196 

5,353,237 

1 

192S I 

927, 82 S 

15,761,772 

5,952,827 

1926 

1,141,401 

17,608,770 

6,765,661 

1927 

1,140,479 

17,002,036 

6,085,353 

1928 

1,0S1,67S 

10,766.926 

6,570,489 

1929 

1,212,720 

20,267,031 

7,n4,422 


* Jap inesL Department of Commerce and lndustr> , Bureau of Insurance, Insurance 
Yeai kook 

Indudes annuitv, sukness, and military service insurance, as well as ordinary life 
Covers person il and real property and forests 
Covt rs both ships and cargo 


48 (iRoyviH OP Post Ofptcf Lue Insurancf, 191 
(Value figures in thousands of vtn) 


Year 
Ending 
March U 

Value ' 
of New j 
Contruts 

1 

Value of 
Contracts 
Outstand- 
ing at the 
t nd of the 
\car 

Receipts 

i 

PiV 

rnents 

1 

1 

1 

Reserves 

1 

1 Number of 
Insured per 
l,0(K)ofthe 
Popul iriun 

1917 

25,105 i 

' 24,700 

493 

107 

296 

5 

1918 

40 869 1 

60,7<)9 

2,060 i 

636 ! 

1,720 

13 

1919 

55,631 1 

105,841 

4,253 

1,610 ! 

4 364 

21 

1920 

61,432 

153,170 

7,118 

2 815 ' 

8,666 

29 

1921 

88,728 i 

224,514 

10,303 

4,255 

14,713 

40 

1922 

134,771 

326,761 

16,269 

6,077 

24,906 

54 

192^ 

196,477 ; 

477,598 

24,233 

8,745 

40, 394 

72 

1924 

199,056 

618,637 

34,137 

Iv3,l07 

61,424 

87 

1925 

281,624 

821,650 

48,051 

16,273 

93,202 

109 

1926 

333,308 ! 

1,053,780 

66,228 

19,993 

139,436 

138 

1927 

339,637 1 

1 286,508 

87,175 

25,694 

200,916 

164 

1928 

313,046 

1,486,426 

106,413 

34,205 1 

273,124 

176 

1029 

369,608 ! 

! 

1,737,833 

126,094 

42,368 i 

356,850 

198 


“ Japanese Goveinmcnt, Bureau of Statistics, Stattshtal Annual 
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49 Special Accounts eor War-Time Financing 
(In thousands of yen) 


Account 

Chino-japancsc 
War Accounts* 

Russo-Japanese j 
War Accounts'^ 

Account 
World War® 

REVENUES 

225,231 

1,721,212 

900,547 

Appropriations from the general 
account 

23,440 

182,410 

305, ()05 

Proceeds of loans flo ited 

116, SOS 

1,418,731 

SSS,799d 

Special funds transferred 

78,9S7 

01,312 

— 

Other rexenues- (Indn iduil con 
tnbutions, military railway 
revenues, etc ) 

6,029 

30,731 

S9,143 

FXPFNDIIURES 

200,476 

1,508,473 

881,662 

SCRPl US 

24,755 

212,739 

i 18,885 

® Account closed March, 1896 

Account closed Jul), 1907 

Account dost d ^pnl, 192^, 

Include > tcmporaiy Iwrrowings of 11 4,1^00,000 ven 



SO R] 1 A nv F (iRowiH or pRiNcif Ai Forms OF Naiionai Governmi nt RrvFNi 
(In thovjsinds of jtn for selected yurs ending March 31) 


1 orm ol Re venut 

1892 

1914 

1922 

1929 

I xtisc on lK[uors ! 

14,686 

9^22^ 

! 176,085 

255,749 

Income tix 

1,110 

3S,S91 

200,9^8 

206,741 

C amphor, tohact 0, and s ilt monopolu s 

— 

69,297 

1 124 289 

177,201 

Customs duties 

4,S39 

7S,722 

1 100,941 

1 50 944 

Revenue st imps 

— 

SO, 8 SO 

! 86,527 ! 

i i 

80,579 


“ J ip mese DtiiiitiTn nr of 1 minc( , / mal ^ccounhy Ktvem/ts, and Expenditures 


SI RFLAiit r Tmpor r ANc F oi Dirfci ANolNDiRier Iaxfs, 
NaIIONAL (jOVfc RNMLN 1^ 1892 1929“ 

(In thousands of yen) 




Direct 1 txes 

Indirect I axes 

Ye ir I ndmg 

Totil 


i 


A r 

Match U 

Faxes 

Amount ^ 

Ptrantaze : 
1 rf Iota/ 

j Amount 

Percentage 
of Total 




1 j axes 

! 

Taxes 

1892 

(A, 422 

40,377 

62 7 

24,045 

37 3 

1914 

572,948 

134,022 

41 5 

218, 526 

5<S 5 

1922 

785,851 

363 172 

46 2 

422,679 

55 2 

1929 

915,908 

312,328'' 

42 9 

525,580 

57 1 


“ Japanese l^epartment of f i nance, / tnaj dccountSy Retenues y and h xptndttmes 
1 axes on hunting licenses, registiation fees, and stamp duties which account for 
revenues of 6'",8*'4,e)00 \tn ire not included in this total, for detaik see p >77 
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52. Expenditures of the National Government, Classified (General Account), 1892-1930 

(In thousands of > en) 
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® Excluding the na\ai and militar> departments. 



(In ven for \ears ending March 31) 
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Complied by the Bank of Japan 



54 ExPENDi'TijRt.s OF \ll Local Governments, 1892-1930 
(Clai^Mfied According to Purpose) 

Gn thou‘iands ol ^en) 
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® These totals do not precisH\ equal the sum of the separate items since the hundreds digits were ignored m the original data 
** Includes a deficit of 2,2'ji,ooc \en incurred trom the op*Tation ot public utilit 
® The data for this \ear ire budget figures, rather than final accounts 
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S6« Ri&vbkue anp ExFEiriwtTtrRE of Local Governments, 1^92*- 1930 
(In thousands of yen) 


Yeur i 
Ending 1 
March 31 

Expendi- 

ture 

Non- 

Borrowed 

Revenue 

Surplus (-f) 
or 

Deficit (-*“) 

Loans 

Floated 

Accumu- 

lated 

Surplus* 

1892 ... 

43,007 

47,429 

-f 4,422 

455 

7,312 

1898 . 

88,818 

81,783 

7,035 

6,904 

9,457 

1908 

205,322 

184,805 

- 20,517 

21,778 

30,630 

1910 

268,248 

228,649 

- 39,599 

76,524 

66,753 

1911 

282,080 

245,503 

- 36,577 

43,695 

69,385 

1912 

389,754 

.132,200 

- 57,554 

37,592 ; 

61,732 

1913 

320,545 

293,074 

- 27,380 

32,408 

54,914 

1914 

310,754 

289,950 

- 20,804 

23,059 

45,106 

1915 

310,090 

292,780 

- 17,310 

28,338 

43,678 

1916 

300,987 

293,021 

- 7,966 

22,775 

44,838 

1917 

317,794 

310,183 

- 7,610 

24,855 

45,972 

1918 

366,549 

358,911 

» 7,638 

68,044 

90,288 

1919 

480,206 

475,222 

- 4,984 

23,401 

90,869 

1920 

631 ,467 

6.30,541 

1 - 926 

78,254 

155,362 

1921 

915,614 

876,220 

1 - 39,394 

121,842 

196,430 

1922 

1,034,984 

997,553 

- 37,431 

143,545 

251,864 

1923 

l,217,OS4 

1,143,721 

- 73,333 

171,656 

267,393 


1,253,754 

1,076,821 

-176,933 

196,840 

279,1(4 


1,306,100 

1,075,028 

-231,072 

209,398 

305,344 

1926 ‘ 

1,40‘>,196 

1,170,912 

-238,284 

206,447 

284,726 

1927 

1,. 595, 997 

1,258,321 

-353,676 

368,956 

310,315 

1928 

1,969,307 

1,383,498 

-585,809 

633,317 

303,532 

1929 

1,893,809 

1,411,753 

-482,056 

441,633 


1930^^ 

1,752,943 

1,392,483 

1 -360,460 

297,558 



® The annual changes in the. accumulated surplus do not exactly coincide with the sum 
of the “surplus or deficit” and “loans floated” items — owing to transfers to special ac- 
counts for debt redemption purposes, etc, 

^ The data for this \ear are budget figures, rather than final accounts. 



$7. Local Governmewt Indebteomess, 
Classified According to Borrowing Agencies 
(In thousands of yen) 


Year 
Ending 
March 31 

Prefec- 

tures 

! 

Counties 

Cities 

Towns 

and 

Vjllage.s 

Irrigation 
Associa- 
tions 1 

Total 

m3 

37,321 

2,161 

247,622 

13,019 

6,834 

306,957 

1914,... 

44,198 

2,283 

251,097 

11,209 

7,836 

316,623 

1915 

49,582 

1,922 1 

254,718 

12,001 

8,378 

326,602 

1916 

54,472 

1,845 

260,065 

11,541 

8,968 

336,890 

1917 

52,929 

1,874 

265,541 

10,602 

8,847 

339,794 

1918 . 

54,137 

1,854 ; 

301,434 

10,712 

9,183 

377,319 

1919 

58,559 

1,817 

308,460 

11,673 

9,082 

389,591 

1920 

69,524 ' 

2,870 

326,685 

14,918 

10,141 

424,139 

1921 

110,664 

3,788 

356,248 

29,008 

9,851 

509,559 

1922 . . 

132,825 

4,365 

465,767 

39,113 

12,338 

654,407 

1923. . . 

165,152 

2,478 

547,217 

55,254 

18,182 

788,283 

1924 . 

193,205 

— 

624,845 

81,656 

24,827 

924,532 

1925... 

269,117 



727,748 

95,597 

26,677 

1,119,139 

1926 

282,475 

— 

839,746 

115,699 

30,022 i 

1,267,943 

1927 

329,326 

— 

1,017,515 

131,270 

35,136 i 

1,513,247 

1928 

379,439 

— 

1,258,942 

167,541 

38,513 ; 

1,844,434 

1929 . . . 

425,795 

— 

1,371,867 

212,097 

40,623 ! 

2,050,383 


Japanese Department of Home Affairs, Summary of Local Finance. 


58 . Growth of thf Nahohal Deri of Japan^ 1870-19 W 
(In thousinds of )en) 


Caleiakr 

Year 

Pomcstic 

railway 

r undid 

Debt (T xdus 
nd iron foun< 

Sh )rt 
Term*’ 

ive of st lit 
try deLt=) 

Total 

I oru^n 
Debt 

lotal 
National 
Debt (FacIu 
sive of state 
rulwayh and 
iron foundry 
debts) 

^tatc R id 
wav Debt 
(t unded) 

Iron 

Foundry 

Debt 

U unded) 

1B70 




6 760 

9 760 

- 

— 

1871 




9 760 

9 760 



1872 

21 176 


21 176 

6 760 

32 616 



187^ 

21 5r 


24 517 

a2 208 

50 /45 

— 


1874 

n 104 


31 104 

31 232 

62 516 



187'> 

40 616 

. 

40,616 

29 788 

70 704 



1876 

i) ,i2 


36 772 

28 311 

68 081 



1877 

211 45s 


213 455 

26 768 

210 25i 



1878 

221 740 


224 740 

25 248 

246 988 

— 


187Q 

223 370 


223 370 

2i 658 

217 028 



1880 

12 ^ 320 


22 3 326 

22 025 

245 isl 



1881 

220 651 


220 654 

20 347 

241 101 



1882 

216 202 


216 202 

18 1 18 

2 34 820 


— 

J88t 

208 *’56 


208 756 

17 81 3 

226 569 



1884 

221, 186 


221 386 

16 952 

2 38 338 

— 


1885 

221 241 

_ 

223 241 

16 031 

2 36 272 



1886 

222 472 

17 250 

216 ”22 

15 041 

254 76f 



188” 

210 987 

17 170 

248 357 

13 989 

262 316 


— 

1888 

2J6 117 

180 

243 56” 

12 861 

256 158 



1880 

244 227 


244 227 

n 652 

255 87) 


— 

ISOO 

212 927 


212 627 

10 360 

223 28/ 

25 110 


IWI 

216 40) 


216 406 

8 677 

225 386 

21 ”28 


m2 

2r 428 

_ 

217 428 

7 468 

221 926 

21 ”r 



205 115 


205 1 3s 

S 615 

211 OsU 

)() *’2 3 


1804 

202 837 


202 81 

1 2>0 

20 Os 7 

2( 21 


186 

290 697 


260 66” 

2 40/ 

26 3 101 

28 >3 


IK^r 

116 431 


116 

168 

3i( 866 

11 }s7 


18^7 

112 6«s 


112 685 

— 

3 32 185 

50 U8 


1868 

341 080 


341 080 


i 311 080 

SO )02 


1866 

304 24 1 


301 214 

67 610 

: 101 8/1 

1( 82” 

- 

1600 

311 420 


311 420 

6 f 10 

406 050 * 

77 111 


1601 

110 188 

10 000 j 

120 388 

97 610 

118 018 1 

88 4 


1602 

Its 117 

20 000 ' 

338 3 37 

6/ t to 

135 9(1 ' 

102 12” 


1601 

137 516 

10 000 , 

317 516 

67 610 

445 166 1 

101 64 , 


1604 

5H 282 

35 000 1 

576 282 

112 4U 

, 888 668 

106 116 


160S 

8U 120 1 

104 000 [ 

638 120 

1 142 2 M 

; 080 1)1 

106 192 


1606 

626 205 ' 

68 400 

1 024 605 

1 146 1 ( 

2 170 /81 1 

116 667 


1607 

86/ 874 i 

48 600 I 

6}(^ 4”4 

1 It s ”01 

2 112 1 s 

180 121 


1608 1 

850 115 

46 200 ! 

866 ftS 

1 165 701 1 

2 065 346 , 

168 161 


1606 1 

814 518 

57 000 j 

8"i sm 

1 H s Mo 1 

2 0 37 214 1 

60s 317 


1610 

S-O 114 

65 000 

( 35 141 

1 ir 218 

2 082 562 

612 s( 1 


1611 

505 417 

80 000 1 

58 41 / 

1 417 446 1 

2 0)2 866 , 

(12 511 


1612 

518 6 46 

40 000 

s S 01 » 

1 42/ 681 ' 

2 OOr 631 

(12 n 1 

— . 

1611 

348 206 

20 000 1 

3fh 20f j 

1 5)4 608 

1 86) 81 1 1 

/IK S6 

- 

1614 

107 516 

1 

3{P Sit 

1 524 603 1 

1 812 116 j 

28 ffiO 


161S 

286 U)8 

27 000 

286 108 

1 461 ls6 

i 782 561 

732 060 


19U 

177 179 


1 7 376 

1 384 85 3 

1 ”12 2 32 

20 08(> 


1617 

542 017 

I 

542 037 

1 348 587 

1 861) (24 

61 614 


1618 

886 111 

1 

886 tU 

1 311 138 

2 167 252 

763 ”46 


1616 

1 160 U1 


1 160 301 1 

1 sll 138 

2 4 1 526 

831 603 


1920 

1 185 510 

30 000 

1 21s 5 30 

I 128 261 

2 613 824 

I 011 131 


1621 

1 650 025 

40 475 

1 660 5 0 1 

1 162 370 

3 052 640 

1 032 152 


1622 

1 784 1 8 

1 076 

1 785 451 1 

1 358 67 3 

3 144 427 

1 111 967 


162 1 1 

1 641 261 

11 662 

1 )n 683 

1 3)(> 614 

3 271 56/ 

1 151 876 


1624 I 

1 66( 570 ■ 

28 100 

2 021 6 0 j 

1 511 266 

i 3 5 38 616 

1 231,136 


1625 I 

2,220 87/ 


'? 220 87/ 1 

1 500 215 

i 3 721 062 

1 105 02 3 


1920 

2 I'O 761 ' 


2 350 763 

1 177 8t6 

1 3 828 6 32 

1 1 131 626 


1627 , 

2 466 370 

24 61 1 

2 460 683 1 

1 460 232 

1 3 651,215 

1 1 406 805 

25 604** 

1628 ! 

7 826 177 


2 82) 3 7 , 

1 15 3 06 3 

4 282 470 

1 161 17 3 

25 604 

1926 

2 8s6 845 

126 6 2 

2 68( 51/ 1 

1 446 864 

4 433 411 

1 573 175 

1 25 604 

1630 1 

2 766 172 

160 000 

2 686 172 , 

t 56/ 825 

1 4 553 497 

1 640, 107 

25,158 


® Japanese Dipartment of I inance SiatnUral Annual if \alwnal Diht 
'* Imlndts Rk< { ur liisc n ties and treasury bills 

*’ TndtbUdntss for fiwal veur cndin/^ March u iSqj ml similarly thr'iugh 1912 taUinUr years for ign 
and after 

^ Prfor to ip27 loans wtit provi led from the getur il account tstt f h ip XL p is?) 



^9 National Debts Cla^^ified ba Separate ^ccolnts, 19i7-30» 
(In thousands of ven) 
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61. Ghowth or Foueign Trade of Jai*an Troper, 1868-IS^2^ 
(In thousands of yen) 


Year 

1 Imports 
(Unadjusted) 

1 

Exports 

(Unaajusted) 

1868 

10,693 

15,553 

1869 

20,783 

12,908 

1870 

33,741 

14,343 

1871 

21,916 

17,968 

1872 

26,174 

17,026 

1873 

28,107 

21,633 

1874 

21,461 

19,317 

1875 

29,975 

18,611 

1876 

23,964 

27,711 

1877 

27,420 

23,348 

1878 

32,874 i 

23,988 

1879 

32,9S3 ‘ 

28,173 

1880 i 

<6,626 ! 

28,393 

1881 

31,191 1 

31,058 

1882 

29,446 i 

37,721 

188d 

28,444 

36,268 

1884 

29,672 

33,871 

188S 

29,^56 

37,146 

1886 

32,168 

48,876 

1887 

44,304 

52,407 

1888 

65,43S 

63,703 

1889 

66,103 

70,060 

1890 

81,728 

36,603 

1891 

62,927 

79,327 

1892 

71,326 

91 , 102 

189 1 

88,237 

89,712 

1894 

117,481 

113,246 

189S 

129,260 

136,112 

1896 

171,674 

117,842 

1897 

21t>,^00 

163,133 

1898 

277,302 

163,733 

1899 

220,401 

214,929 

1900 

287,261 

204,429 

1901 

233 S16 

232,349 

1902 

271,731 

238,303 

1903 

117,135 

289,302 

1904 

371 360 

U9,260 


Total Trade 

Trade 
Balance® 
(Unad lusted^ 

Unadjusted 

Adjusted^ 

26,246 

33,691 


4,860 
~ 7,873 

48,284 

39,884 

43,200 

49,742 

42,778 


- 19,198 

^ 3,948 

- 9,148 

- 6,472 

- 4,144 

48,586 

51,673 

50,768 

58,862 

61,128 


- 11,364 

3,747 
-- 4,072 

- 6,886 
- 4,778 

63,021 

62,249 

67,167 

64,712 

63,543 


- 8,231 

133 
8,275 
7,824 
4,199 

66,302 

81,044 

96,711 

131,160 

136,163 


7,790 

16,708 

8,103 

230 

3,937 

138,331 
142,434 
162,428 
i 177,969 

230,727 


-23,123 
16,600 
19,776 
1,433 
- 4,235 

263,372 
289,316 
382,433 
; 443 233 

i 433,330 

1 

6,852 
i - 53,832 

- 36,163 
-111,749 

- 3,472 

491,690 
508,163 
330,034 
606,637 
' 690,620 

401 ,690 
529,339 
546,991 
588,397 
6U,103 

- 82,832 

- 1,467 

- 11,428 

- 27,633 

- 52,100 


* Japanese Department of l^nance, Annual Hetwn of the horetgn Tradi of the Empne of 
Japan y 1867 1927, Monthly Return of the horeign Ttadi of Japan ^ 1928-29 
This table does not include trade between Japan and 1 aiwan^ Chosen, Karafuto and 
Nanyo It does, however, include the strictly foreign trade of karafuto and Nanyo, the 
former since i<>o> and the latter since 1928 The separate hgures for karafuto and Nanyo 
will bt found on pages 466, 467 Kwantung is considered as a foreign country 

Derived by use of the Bank of Japan index of wholesale prices of commodities at 
Tokyo with a base of 1900=® 100 This index is constructed bv means of <6 commodity price 
senes. 

0 The minus sign indicates net imports. 
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61. Gnowm or Foreign Trade of Japan Proper, 1868-1929* — (Contmue^i) 


Year 

Imports 

(Unadjusted) 

Exports 

(Unadjusted) 

1905 

488,538 

321,S33 

1906 

418,784 

423,754 

1907 

494,467 

432,412 

1908 

4^6,257 

378,245 

1909 

394,198 

413,112 

1910 

4r>4,2^^ 

458,428 

1911 

5H SOS 

447,433 

1912 

618,992 

526,981 

1913 

729,431 

632,460 

1914 

595,73s 

591,101 

191 S 

532,449 

708,306 

1916 

756,427 

1,127,468 

1917 

1,035,811 

1,603,005 

1918 

1,668,143 

1,962,100 

1919 

2,173,4S9 

2,098,872 

1920 

2,336,174 

1,948,394 

1921 

1,614,154 

1,252,837 

1922 

1,890,308 

1,637,4S1 1 

1923 

1,982,230 

1, 447,750 

1924 

2,453,402 

1,807,034 : 

1925 

2,572,6S7 

2,30S,589 1 

1926 

2,377,484 

2,044,727 

1927 

2,179,1S3 

1,992,317 

1928 

2,196,314^ 

1,971,95S*^ 

1929 

2,216,240'^ 

2,148,618^ 


Total Trade 

Trade 

Balance® 

(Unadjusted) 

Unadjusted 

Adjusted^ 

810,071 

842,538 

926,879 

814,502 

807,310 

695,937 

703,875 

716,844 

654,218 

679,554 

-167,005 

4,970 

- 62,055 

- 58,012 
18,914 

922,661 

961,238 

1,145,973 

1,361,891 

1,186,836 

766,967 

770,841) 

867,504 

1,029,396 

939,696 

- 5,805 

- 66,372 

- 92,011 
~ 96,971 

- 4,634 

1,240,755 i 
1,883,895 
2,638,816 
3,630,243 
4,272,331 

970,857 

1,218,561 

1,356,718 

1,424,742 

1,368,898 

175,857 
371,041 
567,194 
293,957 
- 74,587 

4,284,568 

2,866,991 

3,S27,759 

3,429,980 

4,260,436 

1 1,248,417 

1,081,475 
1,362,069 
1,301,700 

i 1,559,457 

-387,780 

-361,317 

-252,857 

-534,480 

-646.368 

4,878,246 

4,422,211 

4,171,470 

4,168,269 

4,364,858 

1,828,428 

1,868,277 

1,8S7,288 

1,843,551 

1,985,832 

-267,068 

- 332,757 

- 186,836 

-224,359 

- 67,622 


The discrepancy between these totals and those tor similar items shown in Table b'j 
on p 459 IS explained by the fact that in the present case the values of ic exports and 
re-imports are included while m the latter such values are excluded 


62. CjrooRAPHic Distribi tion or jhoRHON 1 radf ot Jaian Proper, 
Seiecifo Years* 

(In thousands of yen) 


Sour< e or j 

1807 j 

1 1013 1 

[ 1021 

1 1920 

Destination | 

1 rmports 

1 FxporU 

ImpiortR 1 

1 Kiwrts 

Imports 1 

Fxports 

ImiMirts 

ExjKirts 

1 nited States 

27,030 

52,436 

122,408 1 

1 184,473 

574,400 

496,278 

654,055 

914,101 

( hina 

29,26S 

21,325 

61 223 

1 154 660 

1 191,678 : 

287,227 

200,974 

346,652 

British India 

20,775 

5,56 3 

173,173 

1 29,87 3 

i 210 365 

84 503 

288,107 

198,056 

Kwantunx Provinre' 

i 


30.877 

20,836 

111,931 1 

77,560 

166,322 i 

124,476 

(»reaf Britain 

65,400 

8,481 

122,730 

32 869 

[ 184,306 1 

32 772 

153 050 j 

63,183 

Dutch h ist Indies 

j 

— 

37 , 380 

5,148 

70,427 

54,204 

77,346 

87,125 

Auislraha 

897 

1,875 

14 043 

8,637 

36,398 

21,558 

132,600 

44,075 

T rana 

5.147 

26 213 

5 828 

60 220 

11 691 

35,166 

26,185 

44,494 

( fcrnuny i 

18 in 

2,207 

68 394 1 

13 131 

47 713 

2,413 

157 273 

13,446 

Hongkong 1 

12 027 I 

25, 300 

1,294 i 

33,621 

1 017 

59,304 

607 

61,065 

Other areas i 

M 610 

19,645 

91,166 

70,983 

174,228 1 

101,843 

350,721 

251,945 

lotal j 

1219,300 i 

163 135 

729,431 

632,460 

1,614,154 1 

1,252,837 

|2,216,240 

2,148,618 


* Japanese Department of 1 jname, Monthly Relurn of the I oretgn fradt of Japan See also footnote a of 
Table 6 j,pp 457-58 
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Japanese Department of Finance, Book of Reference on Afatrs 

\ alue of re-imports and re-exports not included, classified data being una\aiiable 



64* Composition of Foreign Trade of Japan FropeRj 1929* 
(In thousands of yen) 

I. Imports 


Commodity 

Valued* 

Percentage of Total 

Cotton . . 

573,016 

25.9 

Iron and steel 

15'>,721 

7.2 

Machinery 

121,094 

5.5 

Wool 

101,815 

4.6 

Lumber . . . 

88,837 

4.0 

Beans 

78,745 

3.6 

Bean-cakc, .... ... 

75,919 

3.4 

Wheat . 

70,896 

3.2 

Sulphate of ammonia 

48,086 

2.2 

Coal . 

42,978 

1.9 

Mineral oil ... 

38,770 

l.S 

Sugar 

31,159 

1.4 

Rice and paddy . . ... 

22,781 

1.0 

Woolen tis.sucs . ... 

19,941 

0.9 

Woolen yarn. . . .... 

18,736 

0.8 

Miscellaneous . ... 

723,746 

32.6 

Total . .... 

2,216,240 

100.0 

II. Exports 

Raw silk 

781,040 

30.3 

Cotton tisssues . . 

412,706 

19 2 

Silk tissues . . 

149,954 

7.0 

Porcelain and earthenwares 

36,902 

1.7 

Cotton hosiery . ... 

36,711 

1.7 

Refined sugar 

29,974 

1.4 

Marine products 

20,998 

1.3 

Cotton yarn 

26,755 

1.2 

Paper 

26,288 

1.2 

Tinned foods tufiFs 

25,080 

1.2 

Coal 

23,215 

l.l 

Lumber. 

21,138 

1.0 

Iron manufactures 

15,195 

0.7 

Glass and glasswares. 

13,210 

0.6 

Tea . 

12,028 

O.o 

Miscellaneous . 

510,764 

23.8 

Total 

2,148,618 

m.i) 


^ Japanese Department of Finance^ Monthly Return of the Foreign Trade of Japan. 
Includes value of rc-miports and re-exports. 
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66* CoMi»osmoN of Trade of Taiwak with Japan Proper, 1929* 
(In thousands of yen) 

L Imports 


Commodi ty 

Value 

Percentage of Total 

Cotton and silk fabrics . . 

16,873 

12,1 

Iron and steel 

9,087 

6,5 

Dried and salted fish .... 

6,543 

4,7 

Lumber .... .... 

.S,807 

4,1 

Fertilizer. 

5,170 

3.7 

Paper. 

3,567 

2,5 

Flour .... 

3,126 

2,2 

Beer . , .... 

2,687 

1.9 

Cigarettes 

2,589 

1,8 

Bicycles and parts . . 

2,302 

1.6 

Automobiles and parts 

2,251 

1.6 

Sake 

2,239 

1.6 

Tinned foodstuffs , , . . 

2,189 

1.6 

Woolen fabrics . . . 

2,005 

1.4 

Materials for hats , . 

1,945 

1.4 

Mi-sceJlancous, . . 

71,98') 

51.3 

Total ... 

140,369 

100 0 

II. Exports 

Sugar 

142,601 

59 7 

Rice and (niddy . . 

49,320 

20 7 

Hats. 

6,233 

2.6 

Pineapple in tins 

4,407 

1 8 

Ore.s . 

3,820 

1.0 

Sake. . 

3,505 

1.5 

Camphor oil 

3,040 

1.3 

Camphor . . 

2,612 

1.1 

Lumber 

2,151 

0 9 

Miscellaneous 

21,016 

8 8 

Total 

238,705 

100 0 


» Government-General of Taiwan, Annual Return of the Trade of Taiwan, Includes trade, 
of negligible importance, with other colonies. 



. Exier'^al Trade of Cho^fn, 1910 - 29 * 

(In thousands of \en) 
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» Government-General of Chosen, Annual Table of Trade and Shipping^ 1910-28, Monthly Return of the Foreign Trade of Chosen for 1929. 
^ The minus sign indicates net imports. 

^ Includes trade, of minor importance, with other colonies. 



Bistribution or Externaji. Traoe or CwdsEK, 


1 

Source or Destination 

Imports 

Exports 

Thousands 
of Yen 

Percentage 
of Total 

Thousands 
of Yen 

Percentage 
of Total 

Japan proper** 

315,325 

74,$ 

.K)9,891 

89.7 

China 

70,658 

16.7 

30,630 

8.9 

United States . . 

9,802 

2.3 

341 

0.1 

Ebatch East Indies . , 

6,347 

1.5 

101 


British India 

4,193 

1.0 

6 

— 

Great Britain 

3,747 

O.d 

3 


French Indo-China 

3,303 

0.8 

30 

— 

Germany. ..... 

3,074 

0.7 

1 


Kwantung Province .... 

2,400 

0.6 

4,115 i 

1 2 

Asiatic Russia 

1,083 

0.3 

38 I 

— 

Other areas 

3,161 1 

0.7 

- 508 

OJ 

Total .... .. . 

423,093 

100.0 

345,664 

100.0 


® Government-Generdl of Chosen, Annual Table of Trade and Shippmgy 1929. 
^ Includes trade, of negligible importance, with other colonies. 


69. Geographic Distribution of External Trade oi Taiwan, 1929“ 



Imports 

l^xj>orts 

Source or Destination 

Thousands 
of Yen 

Penentage 
of Total 

Thousands 
of Yen I 

Percentage 
of Total 

Japan proper** 

140,369 

68.5 

238,705 

87 8 

China 

29,573 

14 4 

17,690 

0.5 

British India. . 

9,422 

4.6 

24 


Germany 

1 6,643 

3,2 

U 

— 

Great Britain 

3,938 

1.9 

1,026 

0.4 

United States . . - 

3,901 

l.Q 

4,067 

1.5 

EVench Indo-China 

2,861 

2,240 

1.4 

— 

Kwantung Province 

1.1 

1,116 

0.4 

Dutch East Indies . , . 

1,541 

0 8 \ 

4,296 

1.6 

Siam . i 

1,000 

0.5 

24 


Hongkong. . 

74 1 

0.1 

4,116 

1.5 

Other areas 

3,348 

1.0 

818 

0.3 

Total 

204,910 

100.0 

271,893 

100.0 


* Government-General of Taiwan, Annual Return oj the Trade of Taiwan, 
^ Includes trade, of negligible importance, with other colonies. 
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70. Cwi^mmoH ot Traj>« or CwossN with Japan Paopia^ 1029^ 
(In thousands of yen) 

1. Imports 


Commodity 

Value 

Percentage of Total 

Cotton fabrics 

35,967 

11 A 

Silk fabrics 

13,88<) 

4.4 

Woolen fabrics 

4,766 

1.5 

Machinery 

13,662 

4.3 

Vehicles and vessels 

10,317 

3.3 

Iron and steel 

17,519 

5.6 

Rice and paddy 

6,370 

2M 

Flour 

6,892 

2.2 

Sugar 

4,513 

1.4 

Cotton 

6,630 

2,1 

Cotton yam 

6,519 

2.1 

Paper 

5,366 

1.7 

Paper, Japanese 

1,430 

0.5 

Ammonium sulphate 

10,479 

\ 3.3 

Other fertilizer 

1 5,167 

1 6 

Rubber boots and shoes 

i 4,220 

1.3 

Coal 

1 3,790 

1.2 

Cement 

^ 3,234 

1.0 

Lumber , . , 

3,471 

I 1.1 

Porcelain and earthenware 

2,916 

0,9 

Beer ... 

2,386 

\ 0.8 

Bicycles and parts . . 

2,709 

0 9 

Miscellaneous 

143,113 

45.4 

Total 

315,325 1 

1 100.0 


II. Exports 


Rice and paddy 

148,550 

47 9 

Soy beans ... 

22,067 

7.1 

Raw silk .... . . 

20,143 

6.5 

Tussah silk , 

9,397 

3.0 

Fish guano and other fertilizer 

9,847 

3.2 

Pig iron 

6,947 

2,3 

Cotton ... 

6,578 

2.1 

Fish, dried . . , , , 1 

6,217 

2.0 

Fish, fresh.. . 

5,727 

1 9 

Fish oil 

5,891 

1.9 

Cocoons. 

4,332 

1.4 

Porphyra . 

4,295 

1 1.4 

Cattle 

3,491 

\ FI 

Coal. . . . . . , . . 

2,832 

: 0 9 

Paper . . 

2,341 

i 0.8 

Miscellaneous 

51,236 

\ 16.5 

Total , 

309,891 

m.o 


* Government-Gfneral of Chosen, Monthly Return of the Foreign Trade of Chosen^ and 
Annual Table of Trade and Shipping. Includes trade, of negligible imp>ortance, with other 
colonies. 
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» Government oi Karafuto, f Shnrt RsvieJi of Karafitto, and The Adm n.^traUon cf karajato, 
Includeb tnter-port movements or good> m the island, prior to 1924 
The minus sign indicates net imports 
^ Includes trade, of negligible importance, with other colonies. 
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i. Estimated National Wealth of Japan Proper, for Selected Years* 

(In thousands of yen) 
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^ Minus sign indicates excess of debt. 

® This total does not agree with that given in the published source, 

^ Adjusted by index number of wholesale prices in Tokyo; base, 1905 
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74 . EsTiMA^ri^D National Wealth m Japan, December 31 , 1924 ^ 
Classified According to Form of Wealth 
(In yen) 


LAND— 

Taxable land: 

Rice fields 

Other farms 

Residential land . . , 

Salt fields 

Forests 

Plains 

Meadows and pastures 

Mineral springs 

Ponds and marshes . , 
Miscellaneous lands. 


31,318,296,619 

5,609,764,204 

11,975,407,839 

21,505,502 

325,795,836 

29,551,140 

3,442,970 

1,398,460 

1,788,060 

16,172,550 


Total land exempted for a specified period 


29,303,123,180 

2,144,380,730 


Permanently exempted land: 

Land used by schools 

Land belonging to public shrines 
Cemeteries and crematories . , . 

Wells and drains 

Railway land 

'I'ramway land . 

Water-works Und 

Roads 

Public parks . . 

Sites or public offices 
Land used by post, telegraph, 
and telephone systems 
Sites of agricultural, industrial 
and fishing experimental sta- 
tions . , 

Sites of hospitals and quarantine 

stations 

Sewers and pools . . 
Embankments ... 

Protective forests 
Protective sands 
Canal land 

All other land permanently ex- 
empted 


MINES 


358,000,8% 

46,059,552 

724,471,488 

79,477,056 

157,397,664 

32,146,752 

47,488,032 

190,193,184 

34,979,904 

25,194,816 

190,464 


27,480,384 

31,783,680 

2,162,132 

183,890 

26,297,010 

628,552 

4,259 

15,699,403 

1,799,839,118 

33,247,343,028 

3,523,233,310 


WATERS AND HARBORS — 

Seas, lakes, and rivers .. 4,691,060,868 

Harbors , . 467,540,220 

5,158,601,088 

TIMBER TREES ... . .... 1,747,671,100 

BUILDINGS^ — 

Private buildings 

Ordinary buildings 15,202,877,017 

institutional buildings 733,649,600 

15,936,526,617 

Public buildings ... 389,616,580 

16,326,143,197 

FURNITURE AND HOUSEHOLD GOOD.S . . . 9 , 683 , 359 , 300 

MANUFACTURING MACHINERY AND IMPLEMENTS 1,987,203,128 

LIVESTOCK — 

Domestic animals 485,411,270 

Poultry 40,602,284 

526,013,554 
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74. Estimated National Wealiti ot Japan, December 31, 1924 — (Continued) 

(In yen) 

RAILWAYS AND TRAMWAYS — 

l/)cai railways . 749,140,800 

Tramways . . .. . 2,762,353,920 

Railways for sole use of concerns . . . . 32,715,092 

3,544,209,812 

VEHICLES . .. - ... 428,591,402 

SHIPPING . . ... . . ... 320,486,691 


WATER- WORKS — 

For water supply. 
Sewerage . 

BRIDGES 

AGRICULTURAL PRODUCTS 

FOREST PRODUCTS 

INDUSTRIAL PRODUCTS. . . 

MINING PRODUCTS 

AQUATIC PRODUCTS . 
IMPORTED MERCHANDISE. . 


256,083,758 

27,258,236 

283,341,994 

. . , 373,821.225 

3,310,422,488 

94,641,745 

2,311,161,571 

73,472,191 

46,310,418 

501,795,692 


COINS AND GOLD AND SILVER BULLIONS — 

Subsidiary coins. * . 228,916,543 

Specie possessed by the government 411 ,000,000 

Specie possessed by the Bank of Ja]>an. 1 ,078,000,000 

Other gold and silver . . 105,902,400 


PROPERTY OF DEPARTMENTS OF GOVF.RNMEN 1 — 

For official use, under forestry management, and 
miscellaneous . 6,103,702,573 

For public use . , (>4,977,984 

Equipments and furnishings 315,201,881 


OTHER PROPERTY. 

CREDIT AGAINST DEBT ABROAD*’ 
TOTAL NATIONAL WEALIH 


1,823,818,943 


6,483,882,438 
10,258,268,5)8 
287,807,368 
102,. Ml, 600, 201 


" Mori, K., Estimate oj the National IVealth and Income oj Japan Proper ^ XIX® Session 
De L'lnstitut International dc Statistique, Tokyo, 19v30. 

The amount given here represents the excess of credit abroad over debt abroad. The 
detailed figures upon which il is bused arc given in the following table: 


Public credit abroad: 

E'oreign bonds held by government . 273,749,000 

Chinese indemnities and redemptions 

due government . 96,444,000 

— 370,193,000 

Private credit abroad: 

Foreign bonds privately owned . . 194,000,000 

Investments in foreign undertakings 1,620,563,000 

1,814,563,000 


National debt abroad; 

National loan.s floated abroad 1,514,265,804 

I x)cal loans floated abroad . 127,403,634 

Internal loan bonds exported . 25,954,600 


Private debt abroad: 

Debentures raised abroad . . . 193,460,607 

F’oreigners* investments in Japan proper 21 ,993, (XX) 
Excess of imports ... . . 13,870,987 


1,667,624,038 


229,324,594 


2,184,756,000 


1,896,948,632 


Net credit abroad 287,087 , 368 
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75. Estimated National Income or Japan Proper, 1925*^ 
Classified by Sources of Income 


ATE AND PUBLIC INCOME— 

From State undertakings and state proiierties 
From forests 

Kents and hires on state properties 
Profits of Naval arsenals 
Profits of the state iron foundry 
Profits of state railways 
Profits of monopolies 
Profits of the Printing Bureau 
Dividends of banks and companies 

Income from public bodies 
Receipts from electnc undertakings 
Receipts from gas works 
Receipts ot industrial associations 
Receipts of central treasunes of industrial assoaations 

TOTAL bTATC AND PItBLK INCOME 


Thousands of Yen 


42,972 

m 

1,358 

143,259 

153,029 

1.911 

9,671 

355,014 

51,318 
233 
18 022 
778 

70.371 

425 , m 


PRIVATE INC OME — 

Taxed income 

Class I — Reserved income of corjwationb 
Class II — Interest ou bonds, debentures, etc 
Class III — Other income of individuals 


Untaxed income 
Income from agriculture 
Income from aquatic products industry 
Income from mining 
Income from manufacturing industry 
incime from commerce 
Incomt from transport and communications 
Incomi from public service and professional occupa 
turns 

Income from domestu service 

Income of servants in households 

Income from other ociupations 

Infome of those having only subsidiary jobs 

Dividcnrb 

Interej ts on postal savings, national bonds, etc 
Annuitiis aiul pensions of untatable kind 
Income under specnil exemption 
Remittances from nationals abroad 
Miscellaneous** 

Total income 

TOTAL PRIVATl INCOMF 


Income 

below 

exemption 

limit*’ 


Other 

untaxed 

income** 


320,554 
555,192 
1 455,108 


1 658,540 
213,076 
224,648 
1,852,190 
1, 101,478 
482,016 

571,994 

8,000 

199,728 

221,446 

29,800 

190,149 

119,117 
66,546 
2,541 
25 453 
678 666 


4,111 054** 


7,865,988 


12,197,042*» 


ALL iNCOMt 


12,622,427^ 


® Mon, K , r ^htncite oj the Rational Wealth and Income of Japan Proper^ XIX’ Session Dc L’lnstitut Inter- 
natmnal (k Stitistiquc Tokyo 

" 7 best totals do not agree with those given in the published source of material used in this tabic 
*’ Ihc items in this group amount to 6,97^,46^,000 yen 
** 1 he lUms m this group amount to 892,^2^,000 yen 

® 7 his cilegorv includes the income t ntifi ly evading the income tax, assumed to he 10 per cent of the total 
of income below the cx( mption limit and other items of income than those specified above, the totals of which 
are capable of rough estimite 
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78. Subsidies or Contributions Paid from the National Treasury, 1928-1929* 

(In yen) 







79 . Index Numbers or Tokyo Wholesaie Prices of Principal Food Crops, 1900 - 29 * 

(October, 1900-100) 


Year 

Rice 

Barley 

Wheat 

Soy Beans 

1900 

100 

100 

100 

100 

1901 : 

105 

92 

93 

94 

1902 

107 

107 

93 

89 

1903 

122 

141 

119 

101 

1904 

112 

175 

127 

136 

1905 

109 

164 

136 

129 

1906 

124 

108 

114 

124 

1907. i 

139 

132 

132 

135 

1908.., I. . 

136 

151 

1 126 

117 

1909 

112 

143 

136 

99 

1910 

113 

139 

134 

127 

1911 

147 

144 

1 130 

127 

1912 

176 

207 

145 

139 

1913 

183 

197 

146 

142 

1914 . . . 

137 

126 

140 

141 

1915 

111 

104 

147 

111 

1916 

116 

113 

140 

136 

1917 . . . 

I 167 

204 

175 

180 

1918 

! 276 

367 

286 

236 

1919 

390 

400 

294 

284 

1920 

377 

374 

272 

285 

1921 

262 

243 

238 

180 

1922.. . 

297 

215 

210 

208 

1923. . 

277 

238 

205 

225 

1924. . . 

327 ! 

326 

233 

253 

1925 

353 

342 

289 

279 

1926.. . 

319 

239 

252 

234 

1927 i 

298 

226 

228 

221 

1928 

262 

280 

223 

228 

1929 . 

246 

271 

219 

227 


* Compiled by the Bank of Japan. 
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80, Tokyo Chamber of Commerce Wholesale Price and Wage Indexes, 1900~29* 


Year 

19CK)«100«> 

Year 

July-December, 

1920«100« 

Price 

Index 

Wage 

Index 

Price 

Index 

Wage 

Index 

1900 

100. 0 

100.0 


100.0 

100.0 

1901 

93.0 

Hfiln 

1 r 'hHHHII 

91.2 

102.2 

1902 . , 

93,0 



90.8 

109.8 

1903 

97.0 



91.2 

111.9 

1904 

104.0 

104.0 

1924 

95.6 

115.8 

1905 

114.0 

115.0 

1925 

93.6 

110.4 

1906 

111.0 

121.0 

1926 

84.4 

108,8 

1907 

120.0 

128,0 

1927. . 

79.8 

113.0 

1908 

118.0 

134.0 

1928 . . 

78.4 

111.4 

1909 

114.0 

132.0 

1929 . 

74.8 

112,2 

1910 

117.0 

135.0 




1911 

124.0 

136.0 




1912 

131.0 

141.0 




1913 

138.0 

146.0 




1914... . 

124.0 

143.0 




1915 

119.0 

143.0 




1916 . . 

143.0 

153.0 




1917 

196 0 

181.0 




1918 . 

277.0 

224.0 




1919 

316.0 

306.0 

1 




“ Compiled’and published by the Tokyo Chamber of Commerce and Industry. 

^ Price index is based on 52 commodities and wage index on wages in 44 industries!. 
® Price index is based on 81 commodities and wage index in wages in 52 industries. 


81. Estimated Population of Japan, 1721“ 1846* 


Year 

Males 

Females 

Total 

Index 

Number 

1721. 

— 

— 

26,065,425 

98.17 

1726 

— 

— 

26,548,998 

100.00 

1732 

! 14,407,107 

12,514,709 

26,921,816 

101.02 

1744. . . 

— 

— 

26,153,450 

98.51 

1750 

13,818,6.54 

12,099,176 

25,917,830 

97.24 

1756 

13,833,311 

12,228,919 

26,062,230 

98.16 

1762 . . 

13,785,400 

12,136,058 

25,921,458 

97.25 

1768. 


— 

26,252,057 

98.88 

1774.. , .i 


— 

25,990,451 

97.51 

1780 . 1 


— 

26,010,600 

97.57 

1786 

— 

— 

25,086,466 

94.49 

1792 ... . 

— 

— . i 

24,891,441 

93.71 

1798 : 

— 

— 

25,471,033 

95,93 

1804. .. 

— 

— i 

25,517,729 

96.11 

1816. . 

13,427,249 

12,194,708 i 

25,621,957 

96.50 

1828.. 

14,160,736 

13,040,064 

27,200,800 

102.45 

1834 ... 

— 

— 

27,063,907 

101.93 

1846 

13,854,043 

13,053,582 

26,907,625 

101.35 


* Honjo, Eijiro, The Population and Its Problems in the Tokugawa Era,XlX^ Semon De 
L'lnstitut International de Statistique, Tokyo, 1930, p. 8. 
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82. Population op Japan Proper* 1872-*1930 
(In thousands) 


Year 

Males 

Females 


Index Number 

1872* 

17,666 

17,140 

34,806 

106.0 

W3 

17,755 

17,230 

34,985 

100.5 

1874 

17,835 

17,319 

35,154 

101.0 

ms 

17,913 

17,403 

35,316 

101.5 

18T6 

18,030 

17,525 

35,555 

102.2 

1877 

18,187 

17,683 

35,870 

103.1 

1878... . 

18,327 

17,839 

36,166 

103.9 

1879 

18,472 

17,992 

36,464 

104.8 

1880. . 

18,sS59 

18,090 

36,649 

105.3 

1881 

18,712 

18,253 

36,965 

106.2 

1882 

18,854 

18,405 

37,259 

107.0 

1883 

19,006 

18,563 

37,569 

107.9 

1884.. . . 

19,199 

18,763 

37,962 

109.1 

1885.. . . 

19,368 

18,945 

38,313 

llO.l 

1886 ... 

19,480 

19,061 

38,541 

110,7 

1887 

19,554 

19,149 

38,703 

111.2 

1888 

19,716 

19,313 

39,029 

112.1 

1889 

19,940 

19,533 

39,473 

113.4 

1890. . . 

20,153 

19,749 

39,902 

114.6 

1891 

20,322 

19,929 

40,251 

115.6 

1892 

20,443 

20,065 

40,508 

116.4 

1893 

20,616 

20,244 

40,860 

117.4 

1894, ... .. 

20,755 

20,387 

41,142 

118.2 

1895 

20,900 

20,597 

41,557 

119.4 

1896. . . 

21,164 

20,828 

41,992 

120.6 

1897 

21,356 

21,044 

42,400 

121.8 

1898. . . 

21,590 

21,296 

42,886 

123.2 

1899, . . 

21 ,836 

21,568 

43,404 

124.7 

1900 

22,051 

21,796 

43,847 

126.0 

1901.. . 

22,298 

22,061 

44,3.59 

127.4 

1902. . .. 

22,606 

22,3.58 

44,964 

129.2 

1903 . 

22,901 

22,645 

45,546 

130.9 

1904 

23,195 

22,940 

46,135 

132.5 

1905 

23,421 

1 23,199 

46,620 

133,9 

1906 . . 

23,599 

I 23,439 I 

47,038 

1.^5. 1 

1907 

23,786 

23,630 

47,416 

136.2 

1908... 

24,041 

23,924 

47,965 

137 H 

1909 

24,326 

24,228 

48,554 

139.5 

1910.. . . 

24,650 

24,534 

49,184 

141.3 

1911 

24,993 

24,859 

49,852 

143.2 

1912... 

25,365 

25,212 

50,577 

145.3 

1913 

25,737 

25,. 568 

51,305 

147.4 

1914. . . . 

26,105 

25,934 

52,039 

149.5 

1915.. . 

26,465 

26,287 

52,752 

151.6 

1916 

26,841 

26,655 

53,496 

153.7 

1917 

27,158 

26,976 

54,134 

155.5 

1918 . 

27,453 

27,286 

54,739 

157.3 

1919 . . 

27,602 

27,431 

55,033 

158.1 

1920. , . 

27,812 

27,661 

55,473 

159.4 

1921. 

28,134 

27,967 

56,101 

161.2 

1922 

28,493 

28,305 

56,798 

163.2 

1923 

28,879 

28,664 

57,543 

165.3 

1924 

29,261 

29,020 

58,281 

167.4 

1925 ... . 

29,660 

29,398 

59,058 

169.7 

19.30 

32,388 

32,059 

64,448 

185.2 


^ For this year the figure is for March 8; for all others it is January i. 
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S3. National Income of Selected Countries, 1928* 



Income m 

Income 

in 

Millions 

of 

Dollars** 

Income m Yen*^ 

Country 

Respective 
Currencies 
(In millions) 

Aggregate 

in 

Millions 

Per 
Capita 
in Yen 

Japan 

Italy 

France 

Germany 

United Kingdom 

United States 

11,852*^ yen 

110,038 lira 

249, 74 S franc 

68,505 reichsmark 

3 , 500 pounds 
88,992 dollars 

5,501 

5,788 

9,790 

16,345 

17,032 

88,992 

11,034 

11,611 

19,639 

32,788 

34,166 

178,520 

178 

285 

477 

516 

748 

1,488 


“ The sources of the income figures are as follows Italy and United Kingdom, Gmi, 
France, Jacobsen, Germany, ^tattstisches Reuhsamt^ United States, Copeland. Sea 
Economic Forces of the Woild^ published by the Dresdner Bank, Berlin, 1930 
Converted from respective currencies to dollars at current rates of exchange. 

® Converted from dollars to yen at par of exchange. 

** Estimated. 


84 Growth and Composition oi the Savings Fund in 
Japan Proper, 1913, 1922, 1928** 

(In thousands of >tn) 


Classification 

1915 

1922 

1928 

Postal savings 

1<)S,673 

976,575 

1,743,134 

Post-office life insurance restr\ts 

— 

40,594 

356,849 

Swings bank deposits 

Commercial bank deposits 

356,078 

651,245 

i 1,249,934 

Time dcixisits 

676,895 

5,580,685 

5,054,663 

Special current deposits 
^‘Special Banks deposits 

249,056 

1,995,940 

1,964,660 

lime deposits 

154,957 

599,293 

588,709 

Special current deposits ' 

9,049 

85,714 

118,596 

lrustcompan> funds*J 

— 1 

— 

1,024,161 

Co-operative credit society deposits 
“Mupn ’ instalments 

22,705 

557,778 

127,587 

1,011,242 

519,549 

Life insurance compan) reserves 

108,078 

495,000 

1,129,024 

Total 

1,752,489 

8,488,011 

14,740,321 


** All figures are for the end of calendar year excepting the figures m the last column for 
isUjffice life insurance reserves and life insurance compan) reser\es, which arc for 
[arch 31, 1929 

^ Includes ordinary trust funds and money held in trust 
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85 DiSTRlBt TION or SeCL RiTlEb A.MONG PRINCIPAL GsOUPb OF FINANCIAL InST1TLTIO\S, 1922 AND 1928 

(In thousand*; of ven) 
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Deposits Bureau figures listed under 1922 are for the fiscal \ear ending March 31, 1923 



S6. Commercial Bakk DmoEKos, 1909-2^ 
(In percentages) 


Year 

**Big Five” Banks^' 

All Banks 

1909 

7.7 

7.5 

1910 

5 6 

7.4 

1911 

8.1 

7.4 

1912 

5.0 

7.5 

1913 . ... 

5.0 

7.1 

1914... . . 

5.3 

7.3 

191S 

5,2 

7.0 

1916 

5.7 

7.0 

1917 

7.0 

7.4 

1918 

9.2 

7.5 

1919 ..... 

21.3 

8.5 

1920 ! 

10.7 

8.5 

1921 i 

10 9 

8.8 

1922 i 

11.4 

8.7 

1923 .... 

12.4 

9.0 

1924. . . . 

11.4 

8.8 

1925 

11 4 

8.5 

1926 .1 

12.4 

8.6 

1927 , ... i 

9.9 

7.1 

1928 .... . .| 

9.9 

7.0 

1929 

9.8 



“ Japanese Departmcnf of Finance, Book of Reference on Financial Affairs. 

For [909- 1 r, average of Mitsui, Dai-ichi and Yasuda; for T912-18, average of Mitsui, 
Dai-ichi, Yasuda and Sumitomo; for 1919-29, average for Mitsui, Mitsubishi, Dai-ichi, 
Yasuda and Sumitomo, 
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87, IWPORTS, pROWCTlOK, AWJ> EXPORTS OP IrON OrE AND IrON AND StEEL PEODUCTS, 
Japan Proper, 1923-27* 

(In metric tons) 

I. Imports’^ 


lYear 

Iron 

Ore« 

Pig 

Iron 

Waste 
and Old 
Iron 

Steel 
Ingots 
and Slabs 

Steel 

Products 

1923. . , 

988,650 

HI, 526 

52,334 

18,959 

795,713 

1924 .j 

1,201,859 

445,657 

41,618 

10,330 

1,149,087 

1925. .. 

1,211,577 

318,493 

43,194 

10,784 

529,291 

1926 

891,822 

403,635 

80,155 

33,548 

921,745 

1927 

1,106,252 

477,896 

228,013 

88,148 

8)0,596 


II. Production 


i923 

}924 

{925.. 

7926 . ... 
{927 . . 

55,174 

57,922 

75,765 

130,420 

159,005 

1 

610,751 

598,405 

1 696,111 

! 821,832 

i 911,258 

— 

959,008 

1,099,283 

1,300,203 

1,506,215 

1,685,212 

753,304 

829,115 

1,018,221 

1,244,772 

1,400,416 

III. Exports 

1923 . 




9,540 

1,624 

16,648 

1924., . 



27,017 

1,699 

25,219 

1925 


— 

26,313 

2,067 

35,580 

1926 .... 

— 



10,255 

272 

25,331 

1927. , 

— 



8,701 

329 

15,928 


* Japanese Department of Commerce and Industry, Mining Bureau, The Manual of 
Iron Indusiry, 

Re-exports have been deducted in order to give the net imports for Japanese use. 

** Includes imports from Chosen which amount, in value terms, lo about lo per cent of 
the total. 
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Japanese WEioms and Measures and Their Equivalents 

IRi 

2.440s33 miles 

1 Ch6 

119.30410 yards 

1 Ken 

1 .9884 yards 

1 Shaku 

0.9942 foot 

1 Square Ri 

5.95524 square miles 

i Cho 

2.4v307 acres 

1 Tan 1 

,186 1157 square yards 

1 Se 

118.6U57 square yards 

1 Bii 

3.9537 square yards 

I S(juare Shaku 

0.9884 square foot 

1 Picul 

lv32.277 pounds 

1 Kin 

1 .32277 pounds 

1 Kan 

8.26731 avoirdupois jxiunds 
10 04708 troy pounds 

1 Momme 

57.8711 grains 

1 Koku 

5.11927 bushels 

47. 6()444 gallons 

1 Sho 

0 0511927 biLshel 

0.4766444 gallon 
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A'6c«rntilated siirpltts. Fiscal opera- 
tions 

Administrative system, organization of, 

Agricultural and industrial banks, nature 
of operations, 135 

Agricultural banks. See Hypothec Bank 
of Japan 

Agricultural production, 
acres devoted to, 26, 261 
possibilities of expansion, 358-59 
value of crops, 26 
See also Fostered industrialism 
Allied co-operative credit associations. 

See People’s cooperative institutions 
Ainu, origin of, 3 

Air transportation, growth of, 68-69 
Aquatic resources, 18, See also Fisheries 
Arable land, 16 
extent of, 260 

Area, of empire, 16. See also Colonies^ 
Land 

Artificial fertilisers. See (''heinical indus- 

try 

Automotive industry, 
development of, 93 
imports, 93 
pnuluction in, 93 
Azuhi, See Bi'ans 

Bam, H. Foster, 480, 3590, 3600 
Balance of payments. See International 
financial relations 

Bank of Chosen, balance sheet of, 440, 
note i&sues, 12X 
Bank of Japan, 

character of operations, 126 
monopoly of note iSvSue, 123 
note rescjvc position, 124 
operations dining panic, 241-42 
security holdings, 331 
specie holdings of, 412 
See also Commercial credit organiza- 
tion; Interest rates 
Bank of Taiwan, 

nature of operations, 126-27 
note issue, 128 
note issue pow^r, 127 
Barley. See Cereals 

Bean cake, exchanges, 112. See also Arti- 
ficial fertilizers 

Beans {azuki). See Food products; Soy 
beans 

Beard, Miriam, 25811 

Birth control, 372. See also Population 

Birth rates. See Population. 


Bond distribution. See Underwriting and 
bond distribution 

Branch banking. See Ordinary commer- 
cial banks 

Buckwheat, S-ee Cereals 
Business fluctuations, 327 

Cable system. See Communication serv- 
ices 

Camphor monopoly, 158 
Canada. See Commercial policy 
Canal transportation. See Ocean shipping 
Cane sugar. See Food products; Sugar 
C^apital transactions. See International 
financial relations; Liquid capital 
Castings. See Metallurgical industry 
Cement industry, 
exports of, 95, 352 
government encouragement of, 95 
production of, 95 

Central Bank of Co-operative Societies. 

See People’s co-operative institutions 
Ceramics and glassware, 

geographic distribution of exports, 
356 

growth of industry, 94 
See also Cement industry. 

Cereals, principal, 

acreage devoted to, 417 
production of, 28 
Charter oath, 

significant passages of, 7 
Checks. See Currency system 
Chernicai industry, 

artificaai fertilizers produced, 99-101) 
matches produced, 97 
paper pioduced, 96 
rubber goods produced, 98 
w^ood pulp produced, 96 
woikers employed in, 96 
See also Rayon 
China, 

as a source of raw materials, 359, 360 
Japanese economic penetration in, 364 
See also Commcicial policy; Foreign 
trade , Investments 
Chino- Japanese War, 1 7 
effect on national debt, 185 
financing of, 162 
Chishima Island«s, 1 7 
climate, 18 

Cliomn, See Commercial class 
Chosen Industrial Bank, nature of opera- 
tions, I 3 7 
Chosen (Korea), 
area of, 21 
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climate of, 2t 

development of sericulture, 32 
mineral production, 51 
resources of, 2 1 
trade, external, 
balance of, 208 

geog^raphic distribution of, 208 
growth of, 207 

See also Colonial government hnancej 
Colonies j Livestock 

Clearing houses. See Ordinary commercial 
banks 

Climate, Japan proper, 19 

Coal, production of, 50. See also Minerals 

Coast line, 

irregularity of, 65 
length of, 18 

Coastwise traffic. See Ocean shipping 
Cocoons, production in Japan proper, 32 
Colonial government finance, 

burden on national government, 181 
Chosen, budget operations, 177 
combined fiscal operations, 180 
expenditures, classified, 180 
Karafuto, budget operations, 177 
Kwantung Province, budget opera- 
tions, 178 

Nanyo, budget opeiations, 179 
public debt, 1 84 
revenues, classified, 181 
Taiwan, 

budget operations, 176 
system of taxation, 175 
Colonies, 

government administration of, 14 
See aUo Commerciul policy j Emigia- 
tionj Piipulationj Railways, Cho- 
sen j Karafutoj Kwantung Province j 
Taiwan 

Combinations. See Ordinary commercial 
banks} Trade, domestic 
Commercial banking system, 

note issues, 116. See also Ciedit organ- 
ization} Interest rates} Ordinary 
commercial banks} Bunk of C'hoseii} 
Bank of Japan, Bank of laiwanj 
Yokohama Specie Bank 
Commercial class {chonin)^ rise of, 6 
Commercial credit organizations, 

concentration of banking resources, 327 
importance of central banks, 327-28 
supply of funds, 327 
weaknesses of, 327 

Commercial organization. See Trade, do- 
mestic 

Commercial policy. 


history of, 250-52 
in North America, 365-69 
in the Orient, 363-65 
suggested reforms, 369 
tariff of 1926, 252 
tariff rates, 253 
with reference to colonies, 253 
Communication services, 
control of, 75 
growth of, 75 

Consumptive credit agencies, 
importance of, 148 
nature of business, 149 
supervision of, 148, 149 
C'o-operation. See (Consumptive credit 
agencies} People’s co-operative in- 
stitutions 
Copper, 

imports of, 44 
trend of production, 45 
world importance of production, 44 
Corporate financial policies, 

annual dixidend rates, 338, 339 
depreciation and reserve ])olicy, 338- 
40 
Cotton, 

exjmrls of tissues, 20} 
importance of industrv, 82 
I aw imports, 202 
spinning industry, 
growth of, 83 
number of spindles, 83 
source of raw cotton, 83 
weaving, 

groxvth of industry, 84-85 
value of expotts, 84-85 
See also Knitting 

Cre<lit associations. See People’s co-opera- 
tive institutions 

Cl edit organization. See Commercial 
credit organization ; Liquid capital 
Chude oil, pioduction of, 48. 

See also Minerals 
C'urrency system, 114-17 
legal tender limits, 116 
reoiganization of, 8 
use of t hecks, 1 1 7 

Death rates. See Population 
Demography, 3-4 
Diet, change in habits of, 34 
Domestic debt, 

amount outstanding, 188 

classification of, 188 

efi^ect on national wealth, 194-95 
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in relation to wealth, 1 93 

per capita of selected countries, 1 93 

Earthenware, See Ceramics and g-lassware 
Earthquake, 
economic effect of, 239 
expenditures for relief, 321 
Economic development. See Fostered in- 
dustrialism *, Government encourage- 
ment of industry j Industrial poten- 
tialities} Social structure 
Economic history of Japan, four main 
periods, 237-39 
Education, 

enrollment in institutions, 284 
establishment of system, 8 
expenditures for, 320, 321 
Eider statesmen. See Genro 
Electric light and power industry 
capital invested in, 74 
expansion of, 73-74 
installed plant capacity of, 73 
legislative control of, 74 
Embargoes. See Specie} Commercial pol- 
icy 

Emigration, 

geogiaphic distribution of, 304-05 
importance of problem, 31^2 
in relation to total population, 306 
to colonies, 30 <5 -06 
total going abroad, 303 
Empire, establishment of, 3 
Employment, 

according fo industrial 
groups, 79 

occupational classifi<’atioii, 259 
See also Chemical industry} Industrial 
development 
Exchanges, 

regulation of, no 
trading on, 123 

See also Foreign exchange, Produce 
exchanges 

Expenditures, government, 
classification of, 168 
possibilities of reduction, 321 
principal forms of, 169 
jiurposes of, 320-21 
recent trends of, 317 
Exports, of Japan proper, 
by classes of commodities, 202 
by indiviilual commodities, 203 
gfograjihic distribution of, 351, 352, 
353> 356 

See also Foreign trade j Industrial po- 
tentialities} Manufactured exports 


Factories, size of, 104 
Factory Act, 271-72 
Family, average me of, 25n 

See also Living conditions} Rural fam- 

ily 

Feudal system, 4 

cost of alxilition, 162 
culmination of, 5 
decay of, 6 

Flax, production of, 34 
Financial contributions. See Government 
encouragement of industry 
Financial organization, 
chart of, 120 

number and capitalization of institu- 
tions, 121 

See also Commercial banking system} 
Consumptive credit agencies} In- 
vestment banking institutions} Peo- 
ple’s co-operative institutions 
Financial stability, 156 
loss of, 240 
prospects of, 316-22 
requirements of, 370 
restoration of, 242 

See also Gold standard} International 
financial relations, National govern- 
ment finance} Corporate financial 
policies 

Fiscal operations, government, 161 
net results of, 164 

Fiscal system. See Colonial government 
finance; Local government finance} 
National government finance 
Fisheries, 

value of crab catches, 40-41 
value of inshore catches, 40 
world importance of output, 39 
See also Subsidies; Treaty of Ports- 
mouth 

Food products, 

acreage devoted to, 26 
imports of, 26-30 
production of, 26-30 
Foodstuffs and beverages, 
position of industry, 101 
sugar manufacturing, growth of, lot 
See also Milling 
Foreign borrowings, all, 216 
by banks and corporations, 378 
by Japanese government, 376 
by municipalities, 377 
summary of, 375 
Foreign debt, 

amount outstanding, 188 
classification of, 188 
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efect on national wealth, i94‘*9S 
in relation to wealth, *93 
per capita of selected countries, 194 
See also International financial rela- 
tions 

Forei|fn exchang'e, 
excess of, 223-24 

finctuation in rates of ,225-28, 313-14 
Sec aU<3 Yokohama Spedc Bank 
Foreig’n trade, 
of Japan proper, 

geog^raphif distribution of, 199, 363 
g-rowth of, 196-200 
trade balance of, 200 
with the colonies, 203-11 
of the colonies. See Chosen, Karafu- 
toj Nanyoj Taiwan 
opening- of Meiji era, 196 
See also Exports j Imports 
Forests, 
area in, 36 

government forestry policy, 38 
ownership of, 37 
See also Timber and wood 
Formosa (Taiwan). See Colonies 
Fostered industrialism, 

economic effects of, Ch. XVIII 
government function in, 262-64 
in relatitm to tariff, 264, 267 
Japanese attitude toward, 255-57 
limitations of agriculture, 257-59 
See also Taxation 
France. See National debt 
Fujiwara, reign of, 4 
Futures, See Exchanges*, Produce ex- 
changes 

Gas industry, 

capital invested in, 70 
competition with electrical industry, 7 1 
development of, 70, 72 
GeiirOf l^gal status, 1 2 
Geographic location of Japan, 16-17 
Geography and resources, Ch. Ill 
See Mineral resources j 7 'opography 
Glass products. See Ceramics and glass- 
ware 

Gold. See Metals j Specie 
Gold standard, 

exchange problems, 313-16 
law, 115 

political issues involved, 313 
restoration of, 242 

Government encouragement of industry 
by direct participation. See Agricul- 


tural production} Mining} Textiles j 
Transportation 

by extension of credit, 246-47 
through financial contributions, 247- 
50. See also Rice Control Act 
See also Commercial policy} Fostered 
industrialism 

Government, system of, Ch. II 
departments, 13 
division of powers, 9 
See also Administrative system} Col- 
onies} House of Peers } House of 
Representatives 

Great Britain. See Foreign trade} Na- 
tional debt 

Hamaguchi, Premier, position on Lon- 
don Naval Agreement, 12-13 
Hasegawa, T., 29611 
Hemp industry, 
growth of, 87 
output of, 87 
Highways, system of, 

co-ordination with railway system, 342 
suggested development of, 342-45, 370 
undeveloped character, 341-42 
See also Public loads 
History. See Economic history «>{ Japan 
Hokkaido, island of, 3, 17 
climate, 19 

Hokkaido Colonial Bank, principal busi- 
nesvS of, 137 

Honshu, main island, 1 7 
Honjo, E., 29811 

Horticultural })roducts, output, 32-33 
House of Peers, 10 

political organization, 14-15 
House of Repres<*ntatives, lo-ii 
political organization, 14-15 
Hydroelccti ic energy , 

Japanese world position, 7 5 
See aho Electric light and powei 
Hypothec Bank of Japan, 
growth of busineess, 135 
principal business of, 135 
See also Interest rates 

Imperial Diet, 10 
See also Government 
Imperial Restoration, 4, 7 
Imports, 

of Japan proper, 

by commodity groups, 201 
by individual commodities, 202 
excess of in recent years, 323 
See also Foreign trade 
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Irtc<Wine, national^ 
of selected countries, z$z 
Sei alsa National income of Japan 
Indemnity payments. See International 
financial relations 
Industrial Bank of Japan, 
balance sheet of, 136 
nature of operations, 136 
Industrial development, Ch. VII 
manufacturing' groups, 

relative importance of, 78 
See al^o Employment 
size of establishments, ^>4 
unique character of industrial art, 77 
war stimulus, 77 

See also Ceramics and glassware j 
Chemical industry j Foodstuffs; 
Fostered mdustrialism ; Government 
encouragement of industry; Indus- 
trial potentialities; Machinery and 
machine equipment; Metallurgical 
industry; Rolling stock; Ships; 
'Fextlles 

Industrial pofenlialities, 

as indicated by growth of principal 
manuf artuicd exports, 338-58 
effect of paucity of raw' inatcnals, 346- 
47 

measure of competitive position, 347 
See also Iron industry; Manufactured 
exports; Steel industry 
Industries, w'ages in, 280. See also In- 
dustrial development 
Infanticide, See Population 
Inouv^^S Junnosuke, 221, 225, 38311 
Instalment Sales companies. See l^nder- 
w'riting and Ixuid divStnbution 
Insurance, Ch. X 
development of, 151 
growth of all business, 152-54 
laws governing, 1 5 1 
Insurance companies, 
importance of, 143 
investment of funds, 143 
security holdings of, 331 
Interest rates, 

desirability of reduction, 336-38, 370 
level of, 333-35 
paid on deposits, 334 
relation to foreign trade, 340 
See also Corporate financial policies 
International accounts, current. See In- 
ternational financial relations 
International financial relations Ch. XIV 
current international income and out- 


go, by periods, 215-22, 381, 383, 

3«5> 393> 398, 399 
invisible items, 405, 408-09 
net debt and investment position, by 
periods, 213, 214, 384, 392, 397, 

403 

recent balance of invisible items, 324- 
25, 4Q5 

recent income and outgo, 323 
types of foreign investments, 219 
See also Foreign borrowings; Invest- 
ments 

Investment banking institution.^. See Ag- 
ricultural and industrial banks; 
Chosen Industrial Bank; Hokkaido 
Colonial Bank; Hypothec Bank of 
Japan; Industrial Bank of Japan; 
Insurance companies; Oriental De- 
velopment Company; Postal savings 
system; Savings banks; Treasury 
Deposits Bureau; Trust companies; 
Underwriting and bond distribution 
Investments, foreign, 
classification of, 219 
geographic distribution of, 219, 221 
loans to Allies, 221 
loans to China, 220-21, 410-11 
Invisible accoum.s. See International 
financial relations 
Iron industry, 

export of products, 358 
extent of development, 358-59 
import of products, 358 
military considerations of, 361 
See also Vawata iron foundry 
Iron ore, 

imports of, 46, 358 
inadf'quatc supply, 46 
production of, 357, 358 
See also Oies 
Isolcition 

beginnings of policy, 4-5 
breakdow'n of, 5-6 
effects on trade, 196 
end of, 7 

Italy. See National debt 

Karafuto, 

acquisition of, 17 
area of, 17 
location of, 20 
resources of, 20 
topography of, 21 
trade, external, 
balance of, 209 
growth of, 209 
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See also Colonial government finant*e} 
Colonics i Livestock 

Knitting, growth of cotton, silk and wool, 
85-86 

Kobe. See Local government finance ^ 
Trade, domestic 
Korea (Chosen), See Colonies 
Kuczynski, R., 302 
Kurile Islands, 17 

Kwantung Province, acquisition of, 17 
See aho Colonial government finance j 
Colonies; Foreign trade 
Kyoto. See Local government finance 

Labor conditions, 

factory employment, increase in, 272 
protective legislation, 271-73 
unemployment, 281-85 
working hours, 277 
See also Living conditions; Social un- 
rest; Unionism; Wages 
Land, 

ownership, 16, 17 
percentage privately owned, i6 
size of holdings, 36 
Latin America, 

Japanese investments in, 221 
Japanese residing in, 303-05 
Legislation, initiation of, 1 1 
Lignite, production of, 50 
See also Minerals 
Liquid capital, 

adequacy of supply, 329 
growth of supply, 329-33 
Livestock, 34-33 
Living conditions, 
budget inquiry, 286 
farm families, 

expenditures of, 288 
income of, 287 
salaried workers, 

expenditures of, 288 
income of, 286 
wage earners, 

expenditures of, 288 
income of, 286 

Loans floated annually. See Fistal opera- 
tions 

Local govcinrnent revenues, 
principal forms of, 173 
tax revenues, 172 
Local government finance, 
budget operations of, 171 
fiscal operations of cities, 182 
foreign borrowings, 377 


principal forms of expenditures, 174* 
75 

See also Local government revenues 
Local government indebtedness, 
classified borrowing agencies, 189 
growth of, 191 

purpOsSe of bond issues, 190, 191 
London Naval Agreement, 12, 322 

Machinery and machine equipment, 
growth of industry, 90 
Malay Peninsula, as a source of raw 
material, 359 

Manchuria Railway Zone, 17, 21 
acquisition of, 222 

Mandated Islands. See Veriikiilles Peace 
Treaty 

Manufactured exports, principal, 
comestibles, 336 
cotton goods, 351 
iron and steel products, 358 
necessity for expansion, 370-71 
Portland cement, 352 
potteries, 356 
silk tissues, 353 
Manufactures, scml~finished, 
exports of, 202 
imports of, 201 
Map, 

geogiaphic location of Japan (frontis- 
piece) 

Matches. See Chemical industry 
Matsuda, 'F., 28611 
Matsunawa, S., 6on 
Mciji era. See Imperial Restoration; 
Transportation 

Merchant marine. See ('^cean shipping 
Mergers. See Ordinary conuneicial banks 
Metallic wares. Sec Metallurgical in- 
dustry 

Metallurgical industry, 

castings and metallic wares, 
output of, 88 

pig iron and steel production, 88 
Metals, 

aluminum, production of, 44, 46 
gold, production of, 43, 117 
lead and zinc, production of, 44, 45 
silver, production of, 43, 45, 117 
See also Copper 
Migration. See Population 
Military expenditures, 320-21, 322 
Millet, Sec Cereals 
Milling, flour 

growth of industry, 101 
Mineral resources. 
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of coiomes, 51-52 
of Japan Proper, 4^-49 
production of, 43 
varieties of, 42 

also Metals} Minerals, non-mctal- 
lic} Ores 

Minerals, non-rnetallic, 
in colonies, 51-52 
in Japan proper, 46-51 
Mining”, government encouragement of, 
244, 245, 247 

Miiiseito, See Political parties 
Money rates. See Interest rates 
Monopolies, government, 
revenues from, 166, 167 
See also Camphor} Salt 
Moii, K., 230, 231 
Mortgage indebtedness, amount outstand- 
ing, 332 

Mujin loan companies, 
function of, 146-47 
growth of business, 148 
opi ration of, 147 
Mulberry leaves, 

acreage devoted to, 31 
production of, 31 

Naked barley. See Cereals 
Nanyo (South Sea Islands), trade of, 
balame of external, 210 
growth of external, 210 
See also Colonial government finance} 
Colonies 

Nasii, Shiroshi, 258, 301 
National debt, 

classification of, 188 
cost of loans, 195 
growth of, 164, 183-87 
of selected countries, 192 
service on, 169 

See also Domestic debt, Foreign debt 
National defense. See Iron industry, Mil- 
itary expenditures 
National government finance, 
description of system, 156-59 
primary weakness of, 326 
sinking fund requirements, 157 
specie beddings of treasury, 412 
under Tokugawa regime, 156 
See also Expenditures} Fiscal opera- 
tions} Revenues 
National income of Japan, 
classification of, 231 
compared with other countries, 232 
sources of, 231-32 


National wealth of Japan 
aggregate growth of, 229 
form of ownership of, 230 
per capita growth of, 229 
Natural resoura*s, utilization of, 25 
Navigation Encouragement Law, 66 
Nishihara loans, 162-63. 

Investments, foreign 

Ocean shipping 

coastwise traffic, 67 
government encouragement of, 62, 66 
growth of merchant marine, 63 
income from, 215 
Japanese tonnage position, 64 
world tonnage, 64 
See also Transportation 
Orchard, John E., 340, 360 
Ordinary commercial banks, 

Big Five, balance sheet of, 443 
branch banking, 1 30 
clearing house operations, 133 
growth of, 1 31 
growth of deposits, 330 
loans and discounts of, 132 
merger movement, 133 
regulation of, 129-30 
security holdings of, 331 
types of deposits, 132 
See also Foreign trade} Trust com- 
panies 

Ores, production of, 47 
scarcity of, 46 

Orient. See Commercial poUc'y 
Oriental Devclojirncnt Company, 
nature of operations, 135 
purpose of organization, 137 
Osaka. See Local government finance} 
Trade, domestic 

Panic of 1927, 241. Sec also Govern- 
ment encouragement of industry 
Paper. See Chemical industry 
Par of exchange. See Yen 
Pawnbrokers. See Consumptive credit 
agencies 

Payments, international. See Internation- 
al financial relations 
People’s co-operative institutions, 
importance of, 144 
number of societies, 145, 148 
volume of business, 146-48 
See also Mujin loan companies 
Perry, Commodore, 7 



Philippine Islands, 

a source of raw materials, 

Japanese residing in, 304 
Phosphorite, production of, 50. See also 
MineraU 

Pig iron. See Metallurgical industry 
Pisciculture, development of industry, 41 
Political parties, 14-15 
Population, 

birth control movement, 301 
birth rates, 300 
composition of, 3 
death rates, 300 
early estimates, 296 
growth in colonies, 300 
growth of, 298 
infanticide, 297, 299 
migration of, 3 
of selected countries, 1 92 
origin of stock, 3 
percentage rural, 25, 257 
pressure of, 259, 307-09 
restriction on growth nccessai}, 372 
See also Emigration 5 Demography 
Porcelain. See Ceramics and glassware 
Postal savings system, 
types of deposits, 139 
volume of business, 139 
Postal service. Ses' Conimimication .serv- 
ices j National government finance 
Post-office life insurance. See Insurance 
Potatoes, sweet and white. See Food 
products 

Poultry. See Livestock 
Price fluctuations. See Wholesale prices 
Privately owned railways, 
control of, 54 
extent of lines, 54, 55 
iiriancial condition of, 56 
growth of traffic, 58 
operating data of, 57 
Privy Council, 
composition of, it 
decline of power, 12 
P \ od uce exchanges, 

Exchange Regulation Act, mo 
organization of, 110 
types of transactions, in 
Public debt, Ch. XII. See Local govern- 
ment indebtedness j National debt 
Public finance, system of, Ch. XI 

See Colonial government finance^ Lo- 
cal government finance j National 
government finance 
Public roads, 

development of, 67 
financing of, 67 


primitive character of, 68 
Public utilities, Ch. VI. See Communica- 
tion services i Electric light and 
power j Gas 

Pulp wood. See Chemical industry j Tim- 
ber and wood 

Radio broadcasting. See Communication 
services 
Railways, 

financing of, 157-58, 
indebtedness of, 454 
of Japan proper, 53-6 

early development of, 53 
electrification of, 58 
financial condition of, 56 
government owmership of, 54 
grow^th of, 55 j 59 

nationalization of, 54 
ojierating data of, 56, 57 
of the colonies, 
extent of, 58 

government control of, 58 
ownership of, 58-60 
See also J^rivately owned railways 
Rainfall, annual average, i 9 
Rapeseed. See Special crops 
Raw silk, 

cxpoits of, 203 

production m Japan propcT, 32 
Rayon, 

capital invested m industry, 99 
prices of, 355 
production of, 99 
world production of, 354 
See also Chemical indust 17 
Remcr, Carl F., 404 
Repaiation naeipts, under Young plan, 
222 

Retail prices, index numbers of, 279 
Revenues, government, 
annual amounts of, i6i 
classified sources of tax, 166, 318 
fjom government enterprises and prop- 
erty, 167 

potential sources of, 319 
recent trend of, 317 
relative growth of, 167 
Rice, 

exchanges, 1 1 1 
importance of, 25 
production of, 27 
recent exceptional crops, 324 
Rice Control Act, iio 
cost of operation, 248 
purjiose of, 248 



tliukiu (Lu«Chu Islands) , 1 7 
kivei* transportation. See Ocean shipping 
Rollii)g stock, production of, 9a 
Rubber. See Chemical industry 
Rural family, size of, 250 
Russo-Japanese War, 17, 60 
eifect on national debt, 185 
financing of, 162 

Saghalien, island of, 3 
Salt. See Minerals 
Salt monopoly, 158 
Samttrm class, 9 

economic position of, 7 
Savings banks, 

balance sheet of, 138 
nature of business, 138 
regulation of, 138 
security holdings of, 331 
Savings fund, composition of, 330 
See also Ordinary commercial banks 
Seamcn^H Relief Association, 65 
SeasoDvS, duration of, 19 
Seclusion. See Isolation 
Securities, 

amount outstanding, 1928, 332 
holdings of, by financial institutions, 

332 

Seiyukai. See Political parties 
Sericulture, government encouragement 
of, 3*> 

See also Chosen j Taiwan 
Shipping. Sec Ocean shipping 
Ships, vessels launched, 91 
Sinking fund. See National governincnt 
finance 

Silk, 

beginning of reeling industry, 80 
exchanges, 111, 242 
exports of tissues, 3 <13 
reeling, growth of, 80 
spinning output, 82 
Stabilization and Indemnification Act, 
248 

weaving, grow'th of, 8i 
See also Knittingj Raw silk 
Silver. See Metals j Specie 
Social insurance. See Insurance 
Social structure, changes in, 268-70 
See also Labor conditions, Living con- 
ditions j Social unrest i Welfare 
agencies 
Social unrest, 

Bolshevism, 294-93 
landlord-tenant disputes, 292 
radical movements, 291-92 


South Manchuria Railway Company, 49, 
60 

balance sheet of, 413 
investments of, 413 
See also Manchuria Railway Zone 
South Sea Islands (Nanyo). See Colonies 
Soy beans. See Food products 
Special crops, 25, 34 
Specie, 

balances abroad, 117, 222-23, 412 
bank reserves of, 327 
decline of foreign holdings, 224, 239 
embargoes on shipment, 224, 226, 313 
international movements of, 407 
Standard of living, 255 
improvement of, 261 
in eighteenth century, 239 
See also Fostered industrialism} Living 
conditions 
Steel industry, 

export of products, 358 
extent of development, 338-39 
impoit of products, 358 
production, 3 38 

See also Metallurgical industry 
Subsidies, government, 
annual amounts paid, 66 
encouragement of deep-sea fishing, 39- 

40 

See also Cement} Fostered industrial- 
isMTi, Government encouragement of 
industry} Ocean shipping 
Sugar, exchanges, 112 

See also Foodstuffs and beverages; 
Gov'crninent encouragement of in- 
dustry 

Sulphur, production of, 50 
See also Minerals 
Summary of conclusions, 369-72 

Taiwan (Formosa), 
acquisition of, i 7 
climate of, 20 

development of sericulture, 32 
location of, 17 
mineral produftion, 31 
resources of, 20 
topography of, 20 
trade, external, 
balance of, 205 
character of, 203 
geographic distribution of, 206 
growth of, 204 

See also Colonial government finance; 
Colonics} Livestock 
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Takekoshi, Vosoburo, 296 
Takixjawa, Matauyo, 2 6on 
Tariit policy, 

effect on commercial relations, 368 
uiidier Law of 1926, 369 
See also Commercial policy j Fostered 
industrialistn 
Taxation, 

business proprietors, 265 
landowners, 265 

direct and indirect compared, 165 
system of, \66 
See also Revenues 
Tea, 

See Special crops 
'i'ele^mph services, 

See Communication services j National 
government finance 
Telephone services, 

See Communication services-, National 
government finance 

Textiles industry, government encour- 
agement of, 24^ 

See also Cotton-, Hemp-, Silk, Wool- 
ens 

Timber and wood, 
consumption of, 38 
production of, 37 
Tobacco leaves 
See Special crops 
Tokugawa regime, 
decline of, 5 
establishment of, 4 
influence on shipping, 62 
population increase, 297 
social conditions, 260 
See National government finance 
Tokyo, Chanib<*r of Commerce and In- 
dustry, 278 

See also Local government finance, 
Trade, domestii- 
Topogiaphy, 18-19 
Trade areas, piincipal, 350 
See also Manufactured exports 
Trade associations, 

See Trade, domestic 
Trade, domestic, Ch. VIII 

capitalization of business groups, 106 

combinations, 1 1 3 

importance of, 105 

organization of, i('6-09 

trade associations, t 12 

trade centers, 1 07 

See also Foreign trade ; Produce ex- 
changesj Warehouses 


Tramways, 
development of, 6i 
extent of, 61 
Transportation, 

co-ordination of system, 342 
government encouragement of, 245 
system of, at beginning of Meiji era, 
51 

See also Air transportation; High- 
ways; Ocean shipping; Public 
roads; Railways; Tramways 
Treasury Deposits Bureau, funds han- 
dled, 159 

regulation of, 140 
security holding sS of, 426 
volume of business, 140 
Treaty of Portsmouth, 40, 222 
Trust companies, 

authorization of, 141 
balance sheet of, 142 
growth of funds, 330 
scope of operations, 141 
security holdings of, 331 

Underwriting and Ixind distribution, 
inadequacy of siystem, iso 
Instalment Sales companies, purpose 
of, 144 

peculiarities of system, 143-44 
Unemployment, 

See Labor conditions 
Unionism, 

altitude of employers toward, 276 
development of, 274 
disputes, number of, 274 
government attitude toward, 275 
legal status of, 276 

United States, Japanese investments in, 
219 

See also Commercial policy; Foreign 
trade; National debt 
Uyehara, 8., 260 

Versailles Peace Treaty, provisions affect- 
ing Japan, 17 

Wages, 

average daily, 28 
index number of, 278, 280 
See also Living conditions 
Warehouses, 

capital invested in, 109 
number of, 109 
types of, 1 1 o 

Washington Arms Conference, 321 
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Wealth, national, 
of selected countries, 193 
Se^ also National \vealth of Japan 
Welfare agencies, 
expenditures of, 291 
legal status of, 290 
Wheat, 

See Cereals 
Wholesale prices, 

of principal farm products, 2^0 
index numbers of, 117-18 
index numbers used to adjust, 
foreign trade data, 200 
industrial growth, 79-80 
national wealth data, 230 
Woolens, 

groT\th of fabric industry, 87 
number of companies, 87 
See also Knitting 


World War, financing of, i$x 
See also Industrial development 


Yawata iron foundry, 
establishment of, 87 
government aid to, 245 
indebtedness of, 454 
Yen, 

effect of stabilization on trade, 324 
par of exchange, 115-16 
See also Foreign exchange 
Y okohiima, 

See Local government finance j Trade, 
domestic 

Yokohama Specie Bank, 

purpose of organization, 129-28 
scope of operations, 128 
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